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Introduction
“Guidelines for Administration of the Management Advisory
Services Practice,”1 the first publication in this series, described the
administrative aspects of a management advisory services engage
ment.
In addition to sound administrative practices, a management
advisory services engagement should include a quality control
program with adequate documentation practices. Documentation
is a record of supporting data used in reaching conclusions. It
imposes order and discipline, records accomplishments, and serves
as an important basis for planning, controlling, and reviewing an
engagement particularly to ascertain whether the desired results
were obtained.
While the degree of detail and types of documentation will vary
with engagements, proper documentation usually includes the
elements of a proposal, a well thought-out engagement plan, and
some form of a final report. In addition, sufficient documentation
should be maintained during the course of an engagement to
clearly identify the consultants’ progress from what had been pro
posed initially through the conclusion of the engagement.
This guideline has been organized in the sequence in which a
management services engagement is usually conducted. In Chapter
1, the concept of the proposed engagement is broadly defined and
serves as a basis for discussions, modifications, and a better under
standing on the part of the client and the consultant of just
what is being proposed. After the successful conclusion of the pro1 Management Advisory Services Guideline Series Number 1 (AICPA 1968).

1

posal discussions, the need for detailed planning arises. Chapter 2
therefore illustrates the expansion of the proposal plans into
detailed tasks with specific identification of the personnel respon
sible and the time and cost constraints.
With the commencement of the engagement, the need for spe
cific engagement control and progress reporting practices arises.
Various documentation procedures, useful in accomplishing these
objectives, are described in Chapter 3. T he types of documentation
used in providing a record of the research undertaken and the alter
natives considered are illustrated in Chapter 4. Chapter 5 con
cludes the guideline by describing the alternatives found useful
in final reporting and in engagement review practices.
Following this introduction is a flow chart which depicts the
interrelationship of the documentation covered in the guideline.
Additional flowcharts precede each chapter showing in greater
detail each phase of an engagement.
This guideline illustrates a variety of documentation used in a
formal management advisory services practice and can be used as
a broad reference source. T he forms included provide a variety of
examples of documentation and illustrate the formally structured
approach to a management advisory services engagement. The
examples were contributed by over 50 independent accounting
firms. T he guideline accordingly represents a composite of various
documentation practices that are actively in use.
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Chapter 1

Engagement Planning, Proposal,
and Acceptance
Formal documentation is often used to establish an understand
ing of the source and scope of the engagement, the proposed work
plan, the personnel qualifications required, the objectives expected
to be accomplished, the time restraints anticipated, and an estimate
of the costs involved. A clear understanding on the part of both
the client and the independent accounting firm, prior to the actual
conduct of a management services engagement, will usually facili
tate an orderly, responsive performance.
T he documentation described in this chapter is designed to
establish a clear understanding of an assignment, and to provide
a basis for the more detailed planning and related documentation
described in Chapter 2.

Inquiry, Source, and Background
As discussed in “Guidelines for Administration of the Manage
ment Advisory Services Practice,” an independent accounting firm
has many ways to inform clients of the nature of its management
advisory services practice and the role the firm will undertake in
providing such services. If a client requests such service, he will
usually ask the firm to describe how such services can be used
advantageously, either with reference to a specific request or in
generalized terms. T he documentation process begins with this
inquiry.
Inquiry documentation should identify the client, the client
official initiating the inquiry, the problem or improvement oppor
tunity discussed, the type and extent of assistance required as
envisioned by the client and the client liaison partner, and describe
the next step to be taken in order to provide a further definition
of the proposed assignment.
T he source and background data relative to a client problem or
opportunity for improvement can be documented in the form of
a written memorandum or by completion of a client inquiry form
such as those illustrated in Exhibits 1 through 4, pages 7-11.
6

EXHIBIT 1

Client Inquiry Memorandum
Distribute to:

h.h.g.

T.B.R.
J.F.W.

Client:

Jordan Manufacturing Co.

Address: 110 sixth Avenue

Office:

Los Angeles

Data:

May 1, 1970

Liaison Partner: H.H. Golding

Los Angeles, California

C lient Contact: Mr. J. B. Frank

Audit Manager:

T.B. Rich

Title: Controller

MAS Partner:

J.F. Wallace

Raceived T h ru :T .B . Rich, Audit Manager MAS Manager:

O.A. Burns

Nature of Business: Manufacture of magnetic memory devices.________________
Date of Discussion:

May 1 , 1970_____________________ Phone

Discussion With: J.B. Frank, Controller &

t

In Person

.B. Rich, Audit Manager_________

Problem Areas: Inability to identify costs of various sizes of memory_____
devices and to report promptly thereon.
Specific Objectives: Develop a cost accounting system which identifies the
manufacturing costs of the various sizes of magnetic memory devices and
a management accounting reporting system which reports manufacturing
costs by department compared with budgeted costs.____________________

Limitations or Requirements: Proposal, study and installation must be
completed by October 15, 1970._______________________________________

Next Step: Prepare plan and conduct preliminary survey.
Send Letter

Follow-up

By Phone On_

By_

Name

Problem Definition: Preliminary
Conferences or Surveys
Problem definitions can be accomplished through discussions
with client personnel, or a review of the organization as well as
an analysis of the methods and procedures followed in the problem
area. Discussions or reviews should be in sufficient depth to ascer7
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EXHIBIT 2

9

Distribution of this Memorandum:
Original white — To managing partner of operating office
To account partner or manager
Duplicate white — To management advisory services manager
To chronological file of Assignment Memoranda
Pink
— To assigned staff member
To be filed in assignment working papers
Blue
— To General Office

__________ Verbal
__________ Inter-Office Memorandum
__________ Letter only
____
Bound Report

Type of Report to Client:

Recommend cost accounting system. Survey and document
present cost accounting system. Develop recommendations
for improvement.
Flow chart recommended procedures.
Outline steps for installation of recommended system.
Prepare detailed timetable for installation. Prepare
detail of additional personnel and equipment required.

EXHIBIT 3
NEW CLIENT OR EXTENSION OF S ER V IC ES TO EX IS T IN G CLIENT
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EXHIBIT 4
MAS Client Contact Memorandum

tain what the real problems are and what is required to reach a
solution. Once these are known, it then becomes possible to iden
tify the probable end products of the engagement, to propose the
respective roles to be performed by the independent accounting
firm and client management, and to establish the basis for the
approximate amount of work and the related engagement fee.

Initial Engagement Plan
An initial engagement plan translates the definition of a prob
lem into the specific steps required to attain the objectives of the
proposed study. Generally an engagement plan embraces the
gathering of facts; the definition, testing, and evaluation of alter-
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nate solutions; the presentation of findings and recommenda
tions; and, when requested, the implementation of the selected
alternative.
During the proposal stage, the engagement plan need not be
detailed, but should be developed in sufficient depth to convey
to the client an understanding of the proposed approach to the
engagement. T he engagement plan should also provide a basis
for communicating the progress of the engagement and for esti
mating fees. Examples of three approaches to presenting a pro
posed engagement plan follow. Exhibit 5, page 13, presents the
tasks of a proposed engagement plan and identifies the starting
and completion dates, the total estimated fee and fee range, and
the estimated hours to complete the engagement. Exhibit 6, page
14, illustrates a somewhat similar approach toward describing the
proposed engagement plan. Exhibit 7, page 15, illustrates similar
data and indicates estimated starting and completion dates by
work categories in bar chart form.

The Proposal
Proposals vary widely from engagement to engagement, but
generally each proposal should include:
• A definition of the problem and the expected benefits of the
engagement with proper cognizance of the respective roles of
the client and the firm (described in Statement on Manage
ment Advisory Services No. 3, “Role in Management Advisory
Services”).2
• T he type and frequency of interim reporting.
• T he proposed engagement plan and approach to the study.
• An estimate of fees and the billing arrangements.
T he proposal is based upon the findings as evidenced by the
documentation previously described and may include a copy of
the engagement plan, a description of past engagements, a project
organization chart and personnel resumes.
T o the extent feasible, the proposal should fully describe the
objectives of the engagement. Absence of clearly defined objectives
could lead to internal as well as external misunderstandings. The
objectives should cite the expected benefits such as improved oper2 AICPA, September 1969.
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EXHIBIT 5
MAS Service Estimate

13

14

EXHIBIT 6
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STANDARD COST AND REPORTING SYSTEM

OVERALL PROGRAM FOR THE DESIGN AND INSTALLATION OF A

EXHIBIT 7

ating efficiency and mechanization of selected procedures. T he
extent of the responsibility of the client to achieve the benefits
should also be made clear.
T he proposal should be worded in such a way that what consti
tutes the completion of the engagement will be clearly understood.
For example, if the objective is to design an effective information
system for management approval but does not include the installa
tion of the recommended system, the proposal should clearly state
the exclusion of the installation phase. In this instance the design
of the information system will constitute the completion of the
engagement. If the proposed system is approved by management
and assistance in the installation of the system is then requested,
a proposal for that phase should then be issued.
Scope and Role
T he scope of the engagement and the role to be undertaken by
the firm should also be clearly stated. Statement on Management
Advisory Services Nos. 1 through 3 describe these matters.3
Although the objectives may be clear, there is usually a need for
further definition of the extent of the work to be done and the
degree of participation on the part of the client as well as firm
personnel. For example, the client may want the independent
accounting firm to focus only on the form and content of the
statements to be produced by a reporting system, leaving client
personnel to detail the procedures to be followed in processing
the necessary data for those statements.
In another instance, client management may wish to have the
consultant act as a catalyst and expect their own employees to
perform the required analysis. Another specification of scope may
be the selection of locations to be visited. For example, it is rarely
necessary to visit all client locations to define the objectives of an
integrated payroll system.
Interim Reporting
T he proposal should also indicate the type and frequency of
interim client engagement reports which should be made at pre
scribed times to report progress and discuss deviations from the
engagement plan such as changes in the scope of the engagement
3 MAS Statement Nos. 1, “Tentative Description of the Nature of Management
Advisory Services by Independent Accounting Firms,” and 2, “Competence in
Management Advisory Services” (AICPA, February 1969).
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as well as any other matter which should be brought to manage
ment’s attention.
Approach
Even though the objectives, the scope, and the role are clearly
defined, it is also important to reach an understanding with the
client as to how the engagement will be carried out. Specific
approaches and techniques should be discussed with the client and
included in the proposal. Examples of specific approaches and
techniques might be as follows:
• Data gathering techniques such as questionnaires and inter
view checklists.
• T he use and extent of mathematical methods such as linear
programming and simulation.
• Flowcharting and documentation testing approaches.
• T he order in which various phases of the engagements are to
be undertaken.
T he various tasks of an engagement should be scheduled in a
logical fashion and a broad timetable established for each task.
These matters are normally covered in the engagement plan. Ref
erence to the engagement plan in the proposal will improve the
client’s understanding of what is contemplated.
Personnel
T h e proposal should specify how both firm and client personnel
are to be assigned and organized, and what the working relation
ship between them should be.
It is usually a good practice for the independent accounting
firm to specify the functions and responsibilities of the consultants
to be assigned. For example, the proposal may state that the en
gagement will be performed under the direction of a partner who
will be assisted by data processing, industrial engineering, and
financial control specialists. T he proposal should also indicate the
desirability of conducting frequent meetings with top client execu
tives.
Further, the number and specific skills of personnel which the
client has agreed to make available to the project team should be
included. Very often, if the work is to be accomplished by a com
bined task force of client and firm personnel, a representative of
the independent accounting firm will be designated as the project
leader. All such arrangements should be covered in the proposal.
17

Fee Arrangements
An estimate of the fee and the frequency of billing should also
be included in the proposal. Here practice often varies. Fee esti
mates are included in proposals citing per diem rates, a fixed fee,
or a range estimate. In some instances, the fee includes travel and
out-of-pocket expenses, but more often such expenses are estimated
and billed separately.
It may be appropriate to point out in the proposal that the fee
estimate has been prepared on the basis of certain specific assump
tions. If changes occur to invalidate those assumptions, the fee
estimate may require revision. This matter can be accommodated
by including a sentence in the proposal such as, “If unexpected
circumstances arise during the course of the engagement, or if it
is mutually decided that the scope of the engagement should be
changed, we will discuss any change required in our fee arrange
ments before proceeding.”
An example of a proposal which includes most of the foregoing
points is included as Exhibit 8, page 19.

Skill Requirements and Personnel
Qualifications
Occasionally a client will request the independent accounting
firm to demonstrate its capabilities to perform the contemplated
engagement. In that event, the proposal may also contain descrip
tions of similar engagements performed. Prior to providing such
data, however, the independent accounting firm should obtain per
mission if other clients’ names are to be mentioned. Descriptions
of past engagements usually need not be lengthy. Brief narratives
or a planned format such as that illustrated as Exhibit 9, page 22,
can often be used. In some instances it may also be appropriate to
describe the qualifications of the independent accounting firm in
terms of its history and general makeup.
Resumes, or the qualifications of personnel to be assigned to the
project, are also frequently described in a narrative format. They
can be presented in a format similar to that of Exhibit 10, page 23.
It is not unusual to experience delays between the presentation of
a proposal and the receipt of instructions to proceed. Therefore,
it is frequently desirable to advise the client that the personnel
described in the proposal will be available only if the project
starts within a specified time period, and that if delays are encoun
tered, other equally competent personnel might be assigned to
the project.
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EXHIBIT 8
Proposal Letter

Sean, Brent, Keith & Company
Certified Public Accountants
34 New Brier Lane
Dallas, Texas
March 3, 1970
Bancroft Associates
Combee Lane
Industrial Plaza
Dallas, Texas
Dear Mr. Bancroft:
This proposal will summarize the results of Mr. Patrick’s visits to
the Houston and Moffatt, Oklahoma, offices of Bancroft Associates to sur
vey requirements for developing a new chart of accounts. The primary
objective of this survey was to develop recommendations in this report.
Such a program cannot be divorced from considerations of the flow of
financial and accounting information through both manual and mechanized
processing, information needs of operating management to plan and con
trol their operations, and the financial and accounting organization.
The survey included interviews with key corporate and division
accounting and data processing personnel, a review of certain basic rec
ords and reports and a detailed analysis of monthly closing procedures
at Moffatt.
Our findings are summarized under the following headings:
• The present situation
• Our recommendations
• Time and costs

The Present Situation
The present chart of accounts was originally designed for a much
smaller operation than exists today, and has been in use for many years.
The chart was changed as the need for new accounts arose. It should be
noted that there have been some significant improvements made in the
chart, the most recent of which was the segregation of manufacturing ser
vice and support accounts, divisional general and administrative accounts,
and corporate general and administrative accounts. However, the present
numerical coding of the chart does not provide sufficient flexibility for ex
pansion or for rapid and meaningful summarization of data. As a result of
these limitations, the following difficulties have arisen:
1. Data processing programs for accounting entries and summarization
of data are unduly complex and contain many exceptions, since the
chart was not originally designed with computers in mind.
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EXHIBIT 8, cont’d
2. There is a lack of uniformity among divisions in assigning account and
department numbers which creates additional work in data processing
and makes divisional comparisons more difficult. For example, some
divisions use a “ supervision” account while others include supervision
in the “ salary” account.
3. While Bancroft Associates personnel are familiar with the chart and
how accounts are closed and summarized for reporting purposes, it
has been difficult for newly acquired companies to adapt themselves
to its use.
4. There is considerable manual effort required in summarizing accounts
for financial reporting purposes, even where ledgers are mechanized.
For example, at Moffatt approximately seventy inventory accounts, many
of which apply to two or more locations, must be summarized manually
on the trial balance in order to present only a few inventory items on
the financial statements.
Since Bancroft Associates has experienced rapid growth in recent
years and is projecting considerable future growth in the next few years,
there is a clear need for developing a new chart of accounts which will be
sufficiently expandable to meet this growth and provide for a continuing
ability to produce reports by responsibility as the number of products,
product lines, and operating locations increases.

Our Recommendations
The system of accounts should be redesigned. In order to properly
construct the new accounts, the following steps should be taken:
1. Visit corporate and division locations, with particular emphasis on those
divisions which still maintain manual ledgers, in order to:
a. Determine where present manual operations can be streamlined or
eliminated and input documents simplified as a result of installing
a new chart of accounts.
b. Determine any additional information needs of corporate or local
management which might be provided for through the new charts.
c. Determine where the present level of accounting detail can be re
duced without significantly reducing information reported to man
agement.
2. Work closely with data processing personnel to maximize compatabil
ity of the new chart of accounts with present operations and to permit
elimination of as many programming exceptions arising from the pres
ent chart as possible. In this connection, we will review the feasibility
of incorporating year-to-date information in departmental reports which
presently show only current month data and budget comparisons.
3. Review present product line codes used by data processing to prepare
sales analyses and cost accounting codes in order to integrate these

20

EXHIBIT 8, cont’d
codes as much as possible into the codes used for the chart of
accounts.
Implementation of this program will provide the following significant
benefits:
1. Eliminate much of the present manual effort required to prepare cor
porate, divisional, and local operating reports.
2. Allow divisions not presently mechanized and future acquisitions to be
mechanized with a minimum of additional programming, through a
coding system which is more adaptable to computerization.
3. Maximize uniformity of numerical coding among sales analysis data,
cost accounting information, and general ledger accounts.
4. Increase flexibility in handling management information needs for a
number of years in view of the rapid expansion of operations that are
forecast.
At the conclusion of the design phase of the program, we would
provide a new chart of accounts which will be adaptable to computeriza
tion and would be sufficiently flexible to allow for expected growth in the
foreseeable future. In addition, we would provide recommendations for
systems changes at the divisional and corporate level to reduce manual
clerical effort by making better use of data processing. Also, a detailed
timetable for implementation of the new chart of accounts and the systems
recommendations will be provided.

Time and Costs
We would plan to have Mr. Patrick assume the overall direction of
this program and would provide an experienced consultant to work under
his supervision in the design of the new system of accounts. In addition,
where specialized talents are required, as might be the case in certain
data processing considerations, we would call on other consultants. We
estimate that the design phase of the program would take approximately
three man-months and that our fees will range from $18,000 to $22,000
plus out-of-pocket expenses.
The degree of our participation in the implementation phase is
dependent upon the availability of your personnel. This proposal is based
on the assumption that your personnel will do most of the implementation
work with Mr. Patrick acting in a consultant capacity.
Yours very truly,

Sean, Brent, Keith & Company

EXHIBIT 9
Description of Past Engagement
I. C lient

The Aid Manufacturing Co.______________

2, Nature of work:

Develop price estimating, cost accounting and

budgeting procedures.

3. Brief description of organization: Manufacture of dies, fasteners
and door knobs.

4. Brief summary of engagement

Developed labor standards for____

manufacturing operations, identified cost centers and developed
overhead rates, in addition to preparing bills of material.

5. Summary of principal benefits:

Established standard costs for

various products which were also used for price estimating.
Identified break-even volumes and variable profit rates for
each category of items.

Developed budgeting practices for

manufacturing departments.

Revised estimating practices which

resulted in a 5% increase in prices.___________________________

On larger engagements, an organizational chart may be used
to specify the working relationship between the client and the
independent accounting firm. T he chart illustrated in Exhibit 11,
page 24, helps to specify the functions and responsibilities of the
personnel assigned to the program. It also indicates who has the
primary responsibility for managing the project, those who will
be available for consultation, the skills of the personnel assigned
by the independent accounting firm as well as those of the client,
and the communication avenues for reporting engagement progress
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to management. Such charts are often supported by resumes of
personnel assigned to the project.

Proposal Presentation
T he written proposal is frequently supplemented by an oral
presentation to the client. Such presentations provide the client
EXHIBIT 10
Personnel Resume

Name:

Edward A. Swatt

Education:

b .a

. —

University of California at Los Angeles

M.B.A. —

Professional activities:

Stanford University

Chairman —

Management Advisory Services Committee

of the California CPA Society, Member of the National Association of
Accountants, and the American Institute of Certified Public Accountants.

Work Experience:
a.

With independent accounting firm:

Started in 1955 on the audit

staff and transferred to management advisory services in 1960._____
Specialized in developing financial management information systems
including cost accounting and estimating procedures.
certificate in 1959 in California.
b.

Prior work experience:

_________

Obtained CPA
____

Chief cost accountant for Chris Manu

facturing Co. from 1952 through 1954, budget analyst for Whitley
Manufacturing Co. from 1949 to 1952._______________________________

Publicatio n s: "Designing a Financial Reporting System" published in the
Management Record in 1965.

Other: Head of task force unit reviewing management reporting practices
for State agencies._____________________________________________________
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EXHIBIT 11
Proposed Project Organization Chart
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with an opportunity to meet the members of the project team, to
raise questions concerning the accomplishment of project objectives
and, in a preliminary manner, to evaluate the abilities of the rep
resentatives of the independent accounting firm.
T he format of the oral presentation is often adjusted to the
specific requirements of the client. Such presentations frequently
include a brief review of the proposed approach to the project, a
description of similar experiences, a question and answer period,
and oral statements by the project members. Flip charts, slides,
and video tape presentations are often useful.
Preparation of the proposal represents a major effort and re
quires the successful accomplishment of the previously defined
activities. T o establish control over the performance of these
activities, a proposal checklist has been found useful. An example
of such a checklist is presented in Exhibit 12, pages 26-27. This
checklist serves as a reminder to complete the necessary documen
tation requirements which originated with the client inquiry.

Confirming Letters
There are instances in which oral proposal presentations are
made to clients, particularly if the firm had previously performed
a management advisory service engagement. In many of those
instances a formal proposal, as described above, is not contem
plated even though the matters described previously had been
thought out and presented. In such case, a confirmation letter is
addressed to the client setting forth the points of agreement
reached. Also, if modifications to the proposed engagement arise,
based on discussions with the client, a confirmation letter docu
menting the revisions should be submitted. Exhibits 13 and 14,
pages 28-29, are examples of a confirmation letter.

Engagement Instructions and
Confirmation
T he successful conclusion to a proposal is a communication
from the client accepting the proposed engagement or requesting
a meeting to discuss revisions or modifications. Such conclu
sions establish the basis for an engagement notice (Exhibit 15,
page 30), and more detailed engagement programming and sched
uling as discussed in Chapter 2. Other examples of engagement
notices (memorandum, order, data sheet) are included as Exhibits
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Name of client: B & K Printers and Binders
Nature of MAS work; Cost Accounting—Reporting System
A. Record of inquiry
1. Copy of client letter or memo of phone call, audit staff reference, etc.
communicating scope of work, if not covered in item A-2.
2. Copy of report on client inquiry prepared.
B. Background data
1. For AUDIT clients, copies of pertinent correspondence and report files
obtained and, where pertinent, excerpted.
2. Research data obtained for nonaudit clients, and sources indicated.
3. Copies of background information obtained (Moody’s D & B, etc.)
C. Fact-finding
Interview and observation notes developed as a result of initial fact-finding,
in response to proposal, including relevant volume statistics, recorded.
D. Problem definition
1. Statement of client definition of problem included.
2. Statement of our definition of problem, if different, included.
3. Notes on discussions and agreement with client on problem definition,
including notes on any oral estimates which may have been given to
client before submitting a written proposal, included.
E. Work program
1. Work analyzed into projects.
2. Notes on selection of staff based on analysis of skills, required.
3. Time and fee estimates prepared, including administrative and steno
graphic costs.

5/1/70

MDV
N/A

_______

5/1/70
5/1/70

_______
5/1/70
5/1/70
5/1/70
5/1/70

MDV
MDV
N/A

MDV
MDV
MDV
MDV

5/1/70

MDV
N/ A
N/A

_______

Date

Initials

The following checklist should be prepared for and accompany each proposal letter submitted to a partner for signa
ture. Indicate, by initialing and dating the appropriate spaces, that the following have been performed and that the supporting
data are available in the proposal workpapers or the proposal letter itself.

Inquiry and Proposal Checklist

_________ __________________________________________________________________________________________ EXHIBIT 12
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Plan of work approach stated.
Benefits anticipated stated.
Firm’s qualifications stated, where appropriate.
Participation of client’s staff stated.
Progress reporting arrangements stated.
Final anticipated product of engagement stated.
Man-weeks, man-months, etc., stated.
Elapsed time stated.
Fee stated.
Out-of-pocket costs mentioned.
12. Billing terms stated.
13. Arrangements stated for follow-up work on completion of assignment.
14. Fee regarding follow-up work stated.

2.
3.
4.
5.
6.
7.
8.
9.
10.
11.

T. Objectives and scope of the work stated.

Proposal contents

I.

N/A

m DV
MDV
MDV
MDV
MDV

N/A
N/A
N/A

MDV
MDV
MDV
MDV
MDV_
MDV
MDV_
MDV
MDV
MDV
MDV
MDV
MDV

_______

5/3/70
5/3/70
5/3/70
5/3/70
5/3/70

_______
_______
_______

5/ 3/ 70
5/ 3/ 70
5/ 3/ 70
5/ 3/ 70
5/ 3/ 70
5/ 3/ 70
5/ 3/ 70
5/ 3/ 70
5/ 3/ 70
5/ 3/ 70
5/ 3/ 70
5/ 3/ 70

5/ 3/ 70

Note: Checklists and questionnaire exhibits are included as a guide and should not be construed to be all inclusive or
totally applicable to all engagements. Sound professional practice may require modification in differing circumstances.

MAS partner
MAS manager
Audit partner
Audit manager
Client, in draft, where this is the case
If not an audit client, the client’s auditor was notified, when appropriate, that we
were requested to submit a proposal.
Name of auditor;___________________________________________________
Notified by:___________________________________ ___________________

H. Proposal cleared with:

Memo written explaining instructions if different from our proposal.
2. Staffing arrangements, timing, fees recalculated.
3. Revised fee quoted to client.

G. Revision of instructions, fees

F.

EXHIBIT 13
Confirmation Letter

Fylstra and Company
Certified Public Accountants
Plaza Bank Building
Detroit, Michigan
March 4, 1970
Mr. Henry Allen, Administrator
County Hospital
1554 Liberty Ave.
Detroit, Michigan
Dear Mr. Allen;
This letter confirms our recent discussions regarding a survey of
personnel practices which we might undertake for County Hospital.
Our approach to this engagement will involve a thorough analysis
and evaluation of the personnel policies, programs, and practices as they
pertain to all employees. This will include an examination and analysis of
information and data obtained from records as well as from personal inter
views with various employees.
Informal as well as formal policies and practices will be covered in
major areas of the personnel function including compensation, organiza
tion, manpower planning, employee benefits, and employee relations. In
addition, the employees responsible for personnel matters, as well as their
responsibilities, will be covered.
After we have obtained, analyzed, and evaluated the relevant infor
mation and data, you will be provided with specific recommendations for
improving the efficiency and effectiveness of the policies, programs, and
practices. Such recommendations may be for elimination or modification
of, or additions to, existing practices.
While it is difficult to determine beforehand the precise nature of
the recommendations, our experience indicates that practical and usable
suggestions frequently have these objectives: an improved organization
structure with clarification of authorities, responsibilities, and authority rela
tionships; a systematized procedure for evaluating the worth of individual
jobs to the organization; a more competitive and objective salary adminis
tration program; improved personnel recruiting, selection, and develop
ment, including better techniques for assessing employee performance;
and improved employee relations and communications.
This survey will not encompass actual implementation of the rec
ommendations; however, we would be available to answer specific ques
tions about methods of implementing them. Also, if authorized, our
experience in this field qualifies us to assist in the design and implemen
tation of a variety of personnel programs.
Our charge for this management service would be approximately
$7,500 plus out-of-pocket expenses. We will commence this assignment
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shortly, and will present our recommendations within 3 to 5 weeks after
beginning the assignment.
We look forward to the opportunity of working with you and assist
ing the County Hospital.
Very truly yours,
Fylstra and Company

EXHIBIT 14
Confirming Letter

Whylie & Company
Certified Public Accountants
Clifton, New Jersey
April 27, 1970
Mr. Peter Zoon
Alston Fabricators
428 Highland Ave.
Passaic, New Jersey
Dear Mr. Zoon:
We are confirming our understanding of the agreement reached at
our meeting of April 23, 1970, and covered by our detailed engagement
plan submitted on April 5.
We will assist you in the design and installation of a standard cost
accounting and reporting system. Our report will be available on or before
October 15, 1970 and will include:
1. Material, labor and overhead standards for each product.
2. Budgeting practices and procedures for each cost center.
3. Financial reporting system highlighting variances from objec
tives.
We estimate that this project will require approximately one month
and that our fee for services will be approximately $18,000 plus out-ofpocket expenses. If unexpected circumstances arise during the course of
the engagement, or if it is mutually decided that the scope of the engage
ment should be changed, we will discuss a change in such fee arrange
ment.
We plan to begin this engagement on May 3, 1970.
Very truly yours,
Whylie & Company
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EXHIBIT 15
ENGAGEMENT NOTICE
Anticipated Billing

Angeles

Office;

May 2 , 1970

Date:

$3 0 , 0 0 0

Job No.

17432

Client

A ssocia ted S t o r e s and D i s t r i b u t o r s
Address

110 s i x t h S t r e e t
City and State

Los A ngel es, C a l i f o r n i a
Our Contact with Client

Title

C o ntro ller

J . P. Reinhold
Nature of Assignment

starting Date

May 5 , 1970
Determine f e a s i b i l i t y f o r member
companies to share computer system

Duration

Completion d a te :
October 1 5 , 1970

Location of Assignment

Los Angeles
STAFFING:
Supervision:

A. J .

S u l le y
Audit Personnel:

Staff:

R. E. Cowan, Audit Manager

R. A. Reuter
A. P i t k i n
F. Cross
T. C a h il l

Account Partner:

B. D. L o n g s treet
BILLING INSTRUCTIONS
Invoice Wording:

Mail Invoice to:

J.

Development o f c o s t
accoun tin g and manufacturing
r e p o r t i n g system

F. Rein ho ld , C o n t r o l l e r

Source of Assignment:

R. E. Cowan, Audit Manager
Copies to: Administratlve Partner
Office Accounting
National Director
File

signed_

W. J . Fra n k e l

16-18, pages 31-35. Usually a letter is sent to the client confirm
ing receipt of the instructions and arranging for an initial meet
ing with selected client personnel to start the engagement. Oc
casionally, it may be advisable to ask the client for written
acceptance of the proposal. If the prop>osal is not accepted, a
memorandum is frequently prepared explaining why the pro
posal had been rejected.
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EXHIBIT 16

31

32

Date 5 -1 -7 0
Taken

Office
Name
and No.

L . C. Smith, P re s id e n t
Management L e t t e r —
J . R. N e g ille

Has a letter of understanding
been issued to this client?

yes

Has estimated fee been
Yes No
communicated to client
□
If yes, amount
$18, 000 to $ 20 ,00 0

Estimated Fee (Budget)
Time (in hours)
570
Rate Per Hour
3 0 .0 0
Fee Amount
$17,100
Expenses
1 ,4 0 0
Total
$18,500

ForClient:
Source:

No

L . M. Bagner
R. C. Knowles

Other:

Yes

No

1 0 -1 5 -7 0

R. D. B e tty

Project Director:

Date To Finish:

J . R. N e g ille

Personnel Assigned

S.I.C. Codes: 3622, 3612
Business: M fr. o f speed
c o n tro l and power tr a n s 
form ers

Is a report to be issued?

5 -1 0 -7 0

L . C. Smith

Send Bill To:
Date To Start:

M onthly

Billing Dates:
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Approval

Type
Service
Code

Work Area Codes
430, 431,
432, 443

7032-000

Client Executive:

D&B
Rating
AA 1

Client
No. and
Suffix

Per diem, plus
expenses

R. D. B e tty

Los Angeles

Billing Terms:

ForFirm:

Client:
R. D. Smith M a n u fa c tu rin g , In c .
Address: 31 Main S tre e t
S t. L o u is , M is so u ri 32110

Management Services
Engagement Order

EXHIBIT 17
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PDH:dhb

In addition, we are to review our recommendations with Mr. L . C. Smith and obtain his
approval before incorporating them into the plan.

The client has engaged H, W. Kelm as office personnel manager (a new position). We are
to assist Mr. Kelm in this program in the following specific areas:
1. Prepare job descriptions for all salaried non-executive personnel (approximately 300
persons) and evaluate them (estimated at 70 positions).
2, Develop salary rates for each position based upon competitive and other bench mark
data.
3, Organize a compensation program to accomplish the objectives with a minimum of tran
sitional difficulty and at a salary cost no more than 10% above present levels.
4. Prepare a company-wide personnel administration manual covering merit rating, vaca
tion, holiday, overtime, time off, and similar policies suitable.

Scope of work program

Description of engagement objective, scope, and approach:
Objective
Client has experienced excessive turnover in salaried personnel, has observed evidence
of deteriorating morale, and has heard rumors of agitation for a clerical union. These
circumstances appear to be due to a compensation structure which is non-competitive ex
ternally and inequitable internally and to personnel policies which differ from department
to department.
It is management's view (with which we concur) that a new company-wide salary compensa
tion and employee relations program is needed.
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Chapter 2

Detailed Planning and Scheduling
T he proposal usually is presented in broad terms and establishes
the basis upon which the engagement will be structured. The
final agreement may well include modifications of the original
proposal and become the basis upon which a detailed engagement
program is established. This chapter therefore supplements
Chapter 1 by presenting in more detail some of the original docu
mentation already described in Chapter 1. Such detail is necessary
for planning and controlling an engagement, as well as for assign
ing responsibility for the various tasks required to complete the
assignment.

Detailed Problem Definition and
Engagement Objectives
T he requirements and objectives of the engagement should be
sufficiently detailed to direct and guide the personnel who will
perform the tasks involved. In many instances the proposal or
engagement letter to the client or the engagement notice (as
described and illustrated in Chapter 1) will contain the required
information. However, in some instances, the client expects the
independent accounting firm to begin an engagement without
formalizing the arrangements. If those documents had not been
previously prepared, then sound business practice would suggest
that an appropriate memorandum should be prepared containing
the following information:
1. Client personnel coordinating the engagement.
2. Findings of the preliminary survey.
3. Description of the problem in sufficient detail to enable man
agement advisory services personnel to focus their attention
on the engagement and to avoid repetition of questions raised
earlier.
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4. Statement of what the client perceived his problems to be and,
if different from the firm’s problem definition, how the differ
ence was resolved with the client.
5. Specific objectives of the engagement stated as clearly as pos
sible, so the consultants will understand precisely what they
are expected to accomplish.
6. Scope of the various tasks which will fulfill the objectives of
the engagement.
7. Estimated fee and billing arrangements.
8. Any additional information that is pertinent to the success
of the engagement, e.g., attitudes of management or super
vision, potential problems with unions, likes or dislikes of
individuals that could be critical to the engagement.
Certain engagements have as their major purpose the diagnosis
of a problem and the development of a plan or program to aid in
its solution. Even where the problem definition has been clearly
stated in a proposal or engagement letter and agreed upon by the
client, the consultant may modify the problem definition and the
scope of the engagement on the basis of the initial fact-finding
and data gathering phases of the engagement. Of course, any such
modifications in the terms of the engagement should be thor
oughly discussed with the client and his approval of those changes
should be obtained, preferably in writing.

Scope and Approach to the Engagement
As noted previously, the scope of the engagement should be
clearly stated in the proposal or engagement letter to the client.
A supplementary memorandum for internal use, expanding upon
the information in these documents, may be appropriate. The
consultants assigned to the engagement should be thoroughly
briefed by the person who had previously confirmed the arrange
ments (and who will supervise the engagement) so that any ques
tions relating to scope can be answered.
T he scope statement establishes the framework within which
the consultants will carry out the engagement. It defines the
specific areas of activity or tasks, the matters to be studied, and in
certain instances, those which are to be excluded from the study.
In addition, it should state, whenever possible, the end product
or the anticipated results of the engagement. Exhibit 19, page 40,
illustrates an internal memorandum containing the initial prob-
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EXHIBIT 19

40

lem, the objectives of the engagement, what is to be included or
excluded from the scope of the engagement, and the output
required.
Such factors as the organizational structure of the company or
the unusual nature of the client’s product line may require a
unique approach. Where this is the case, there should be a clear
communication to firm personnel regarding the approach to be
taken. This may take the form of a separate internal memo
randum or be part of the engagement notice.

Task Descriptions and Staffing
By using the proposal, the engagement notice, or other memo
randa containing the objectives and the scope of the engagement,
a detailed engagement program can be developed for identifying
the individual tasks and for exercising engagement control. A
detailed engagement program should, for example, indicate the:
•
•
•
•
•

Functions and activities to be studied.
Various tasks to be performed for each function and activity.
Personnel to be interviewed.
Study techniques to be used.
Data to be gathered, e.g., forms, volume counts, input sources,
reports received or generated, timing criteria, and staffing
counts.
• Equipment manufacturers to be contacted.
• Layouts to be drawn.
• Outside sources to be contacted for information.

T he detailed engagement program is a planning tool that actu
ally documents how the engagement is to be carried out, organizes
an engagement into a scheduled sequence, and indicates the vari
ous tasks that must be accomplished to obtain the intermediate
goals as well as the final product. It is a master plan for the
engagement and the framework for controlling its progress.
Each task should be described so that an experienced consultant
will know precisely what he is to do. Often a statement of what
is to be accomplished is sufficient. In other circumstances, the
task description should also indicate how the task is to be done.
The degree of detail depends upon the experience of the con
sultant assigned and the size and complexity of the engagement.
The tasks specified in the work program should include super
vision, contact with the firm’s client liaison partner, conferences
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with the client, preparation of progress reports, and the editing
of a possible final report. In some instances an oral report may
suffice, but time should be provided for adequate preparation and
presentation of such a report.
If practical, this detailed engagement planning should be done
in conjunction with appropriate client personnel, particularly
where they are to be an integral part of the engagement. Such
personnel are generally more familiar with client operations
and, therefore, should logically participate in planning the en
gagement, defining the tasks, and estimating the time required
for completion.
In conjunction with the development of the detailed engage
ment program and task descriptions, the staffing requirements for
the engagement should also be determined. As mentioned in
Chapter 1, staff assignments depend on the competence level and
skills required for the engagement as well as experience with simi
lar assignments.
T he allocation of manpower resources is important to effective
engagement performance. Often a combination of talents and
skills is required to obtain the best result. For example, in a cost
accounting project it may be necessary to assign data processing
and industrial engineering specialists as well as those experienced
in financial and cost accounting.
As personnel are designated for the various tasks to be included
in the engagement, their initials or names should be entered in
the detailed engagement program for their particular assignments.
Supervisory personnel should have been selected prior to this
stage and administrative responsibilities fixed for time, fee, and
expense control as well as billing and progress reporting. Exhibits
20 through 25, pages 44-55, illustrate various kinds of detailed
engagement programs and time budgets.
Exhibit 20, pages 44-45, illustrates a detailed engagement pro
gram which sets forth the various tasks to complete the activity
required in developing cost accounting procedures as shown on
Exhibit 7, Chapter 1, page 15. Exhibit 21, pages 46-47, illustrates
a detailed engagement program which describes the various sub
tasks and incorporates not only the cumulative actual hours but
also the budgetary status. Exhibits 22 through 25, pages 48-55,
represent alternative formats.
Client responsibilities should also be determined and integrated
into the detailed engagement program. Such client personnel
should be cleared with the client executive responsible for liaison
activities. The final program may contain the client’s responsi
bilities, coordinated with those of the consultants.
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A problem may arise if the client commits personnel of a
particular skill level to work on the engagement, but in the final
analysis is unable to fulfill that commitment. In such instances
the independent accounting firm may have to assign additional
personnel to complete the engagement. If not, the engagement
may extend beyond the target date. This matter should be dis
cussed with the client when it becomes apparent, and all prior
arrangements should be modified accordingly.

Time Estimates and Target Dates
The detailed engagement program, containing the task descrip
tions and staff assignments, is the basis for scheduling the engage
ment within the time frame established in the proposal. Based on
his experience with similar engagements, the complexity of the
assignment, the experience of the personnel assigned, and the
responsibilities assumed by client personnel, the consultant de
velops the estimated time required to complete each task in the
detailed work program. Tim e is usually estimated in man-hours
or man-days.
The time estimate for each task is broken down by the class of
personnel to be assigned. The total time estimated for each class
of personnel is then multiplied by the hourly or daily rate for
that class to arrive at the total fee as illustrated in Exhibit 5,
Chapter 1, page 13.
If it becomes apparent that the fee budget, based on the detailed
engagement program, will exceed the estimate quoted in the pro
posal, it should be brought to the attention of the client. This
may occur, for example, where a consultant recognizes (during
the course of the assignment) that more time will be required
because of unexpected problems or because the situation is more
complex than originally anticipated.
The estimate of time required can then be converted into target
dates for the completion of each task of the engagement. Several
techniques can be used effectively to determine target dates and
to control the engagement. Among those used are Gantt charts
or program evaluation review techniques (PE R T ).
Gantt Charts
A Gantt chart lists the various tasks in tabular form. It then
records next to each line item, the duration of time, in weeks,
scheduled for those items or tasks. This type of chart records
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5. Establish personnel and processing require
ments based upon projected workloads.

4. Prepare flow charts in rough form. Indicate
paper work volume and timing where appli
cable.

3. Revise the standard cost worksheets and pro
duction orders to accommodate the new ac
counting and management reporting informa
tion requirements.

2. For each cost center perform the following
work:
(a) Using the cost center specification
sheets list the information required for
reporting actual cost, calculating stand
ard earnings and variances and the tim
ing for developing the information re
quirements.
(b) Determine the most practical method of
obtaining the necessary information. Co
ordinate the cost information require
ments with the plant production report
ing requirements.

1. Determine the basic requirements for devel
oping flow charts taking into account:
(a) Requirements for management reports.
(b) Reporting cycle (frequency of prepara
tion).
(c) Data processing requirements.

E. DEVELOP COST ACCOUNTING PROCEDURES

TASK

Responsibility of

Estimated
CPA Firm
Client

MAN DAYS

Detailed Task Descriptions

Actual

Start
Date

Complete
Date

Comments

EXHIBIT 20
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13. Train cost accounting and plan personnel in
all phases of the new system.

12. Obtain the following approvals:
(a) Review with local branch personnel.
(b) Review with division and corporate man
agement and obtain their approval.

11. Prepare written procedures and have them
typed.

10. Determine the procedures to be used in ac
counting for service cost centers (e.g. Repair
and Maintenance Cost Center).

9. Develop procedures for establishing account
ability of incoming raw materials and re
turned goods.

8. Establish the policies for reporting labor and
expenses and design reporting and distribu
tion procedures.

7. Review the procedures used in accounting
for rejected and returned goods and incorpo
rate into the cost accounting system.

6. Review flow charts and personnel require
ments to determine that—
(a) They have been prepared on a consistent
basis.
(b) They fulfill information requirements as
to both content and frequency.
(c) They provide the necessary paper work
requirements.

(Continued):

E. DEVELOP COST ACCOUNTING PROCEDURES

TASK

Responsibility of

Estimated
CPA Firm
Client

MAN DAYS

Actual

Start
Date

Complete
Date

Comments

EXHIBIT 21
Detailed Engagement

46

Program and Control
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EXHIBIT 22
Detailed Work Program
Internal Control

A. Complete internal control questionnaire for com
puterized systems.
B. Inspect the documentation of the computer sys
tems, programs, and operations.
C. Determine the input, processing and output con
trols for the display billing system.
1. Inspect balancing procedures.
2. Discuss program checks in the system with
Miss Clark and programmer.
3. Review error correction procedures. Determine
if all errors that are detected are controlled to
insure that they are corrected and processed in
the system.
D. Prepare a memo for the file relating to the ade
quacy of the internal controls.

Estimated
Hours

6

16

Operations at Atlanta Plant

A. Prepare or obtain a system flowchart for each of
the operational systems at the plant.
B. Obtain copies of the input forms, card layouts and
reports of each of the current systems.
C. Review the above documents. Determine the detail
processing procedures of each system through dis
cussions with Miss Clark, the programmer and the
operating clerical personnel.
D. Record the processing steps for the file. Highlight
any differences that become apparent.
E. Review the procedures in use at the other plants
and prepare a memo for the file indicating differ
ences in procedure.
F. Discuss the procedural differences in processing
with Miss Clark and Mrs. Whitney to determine
whether the procedures can be standardized or if
they cannot, determine the extent of the program
ming required to implement the procedures on the
computer.
G. Record the results of the discussions.
H. Determine the volumes and processing times for
each of the current computer systems. Obtain a
copy of the past three months’ computer logs.
I. Investigate other potential computer applications
through discussions with Mr. Bogardus & Miss
48

16

4

4

Staff
Assigned

EXHIBIT 22, cont’d

Clark. Determine the required processing.
J. Determine the number of people involved in the
current operation of the potential computer appli
cations.
K. Estimate on the volume of transactions for each
potential computer application.

Estimated
Hours

Staff
Assigned

6

Operations at Birmingham Plant

A. Hold brief discussions with Mr. Schoenbeck & Mr.
Lenox. Specifically discuss:
1. Organization of the plant operations.
2. Current reports that they receive.
B. Discuss the following areas with the business man
ager:
1. Information provided to the various depart
ments.
2. Records maintained by the accounting depart
ment and other departments.
3. Duties of the personnel that report to him.
C. Determine the current procedures for each of the
systems that are computerized.
Specifically:
1. Discuss the operation of each system with the
Office Manager.
2. Prepare a flowchart of each system.
3. Obtain a copy of the documents and reports
used in each system.
4. Discuss the procedures performed with the in
dividuals involved in each system.
D. Determine any differences in procedures among
the plants.
E. Estimate the number of people involved in each
system.
F. Determine the volume of transactions for each
system.
G. Review the procedural differences.
H. Investigate other potential computer applications
through discussions with Mr. Short.
I. Determine the number of people involved in the
current operation of the potential applications.
J. Estimate the volume of transactions for each poten
tial computer application.

2

2

16
2

2
2

8

Operations at Montgomery Plant

A. Discuss the operation of the current systems at
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EXHIBIT 22, cont’d

B.

C.
D.
E.
F.

plant with Mr. Gassin to determine areas for poten
tial automation.
Prepare a flowchart of each system that might
potentially be automated. This determination
should be based on potential cost savings and/or
improved reporting.
Obtain copies of documents and reports used in
each system.
Discuss the procedures that the various individuals
perform in each system.
Determine the number of people involved in each
system.
Estimate the volume of transactions for each sys
tem.

Estimated
Hours

12

Capacity of Equipment

A. Based on the volumes obtained for current and
potential computer applications estimate the com
puter utilization if all systems are implemented.
B. Conduct research for possible alternatives in
equipment.
C. Determine if there are any peak period processing
problems.

8

Organization

A. Review the staffing of the EDP department.
B. Determine the required staff to implement and op
erate future data processing requirements.
C. Determine through observation and discussion the
possible alternatives concerning the organization
and reporting of the data processing department.

6

Report Preparation

A.
B.
C.
D.

Review the survey results.
Prepare report.
Review report.
Discuss report with Mr. Rotello.

Preliminary Work
Total Hours

Prepared by
Date
50

12
16
12
8

50
200

Staff
Assigned

EXHIBIT 23

51

EXHIBIT 24
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EXHIBIT 25

MAS ENGAGEMENT TIME CONTROL
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the anticipated start-stop times for the tasks and is effective
in recording the overall engagement timing as well as the tasks
involved in the engagement. T he bars, signifying time duration,
can be coded to reveal such items of information as: client or
consultant responsibility (see Exhibit 7 in Chapter 1, page 15)
the consultant assigned, and man-hours or -days scheduled. In
addition, the chart will reveal where individual tasks overlap, thus
making it imposssible for a man to be assigned to more than one
task at a time. As such situations occur, the time schedule will
have to be revised to accommodate these occurrences. Also, if the
elapsed time for full completion of the engagement is excessive,
it may be possible to assign additional staff personnel and thereby
reduce the elapsed time,
PERT or CPM Charts
A P E R T or CPM chart details the steps required to be accom
plished before undertaking additional tasks in the form of an
interconnected network. T he network shows the tasks required
to complete the engagement in the sequence and time period in
which they must be performed. Exhibits 26 and 27, pages 57-58,
portray the tasks that must be completed before another task can
be started. They also show how the engagement will proceed, the
areas of responsibility, estimated time for both client and firm
personnel, and the overall time frame of the engagement. The
exhibits illustrate the use of P E R T charts in determining target
dates and controlling the progress of the engagement. For ex
ample, in Exhibit 26 the generation of test data must be accom
plished before program debugging-testing and can be done at the
same time as file conversion and COBOL programming.
The technique used should be developed in conjunction with
client personnel in order to obtain their full agreement regarding
the sequence and interrelationship of the tasks as well as aiming
at realistic target dates.
T he use of either of these techniques will allow the consultant
and the client to compare the actual status of an engagement at
the end of any reporting period of time (i.e., daily, weekly,
monthly) to what had been planned. These charts show where
the engagement is behind schedule and where additional super
visory effort may be required. In doing so, they reveal the need
for additional staffing to bring the project back on schedule, and
allow the consultant to revise his schedules with a full knowledge
of the impact it will have on the overall duration and cost of the
engagement.
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57

System Implementation And Turnover Schedule

EXHIBIT 26
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Phase Three:
Etc.

Phase Two:
1. Identify systems alternatives.
2. Evaluate service and cost factors of
practical alternatives.
3. Identify services to be performed by
data processing and approximate
computer requirements.
4 . Develop program for detailed design.
5. Develop program for implementation.
6. Meet with management and review service
and cost factors and programs for
implementation.

Phase One:
1. Obtain additional required Information
on present operations.
2. Meet with management and obtain infor
mation on requirements.
3. Identify problem areas and develop
short-range program.
4 . Conduct studies and define informational
requirements:
a. Sales forecasting, reporting and
profitability
b. Scientific inventory control
c. Paper work procedures in warehouse
d. Design of management reports for
all levels of management
e. Prepare flow charts summarizing
information flow between
departments
f. Meet with management and review
requirements.
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Total

5

5
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10

10
5
5
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1
1
1

2
2
2
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2
2

10
5
5
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40

10

5

5

35

10

6

22

10

5

1

5

2

5
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5

30 27
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5

10
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of a Management Information System
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Chapter 3

Engagement Control and
Interim Reporting
Well-developed proposals and detailed engagement programs
will lose much of their usefulness if they are not followed and
monitored. Therefore some means should be devised whereby
the progress of an engagement can be ascertained. Further, such
observations should be communicated not only to firm manage
ment, but client management as well.
This chapter considers interim reporting for engagement con
trol and demonstrates the use of such information in addition to
the techniques employed for internal as well as client progress
reporting. T he suggested approaches represent a range of alter
natives; the actual method used should be selected to best fulfill
the basic needs of each independent accounting firm or unique
engagement situation.

Engagement Control
Once the planning and scheduling framework for the engage
ment has been established as described in the preceding chapters,
the actual work of carrying out the engagement begins. There
after, engagement control consists of monitoring and guiding the
various tasks in accordance with the detailed engagement pro
gram.
Regular time reporting procedures as used by the firm, as well
as supplemental progress reports, are used to record the informa
tion required to measure the efforts expended. These reports
serve as the basis for a system of measuring and communicating
the progress toward completion of an engagement. For this
reason, the progress report should include not only the time
expended, but also budgeted time, current status, problems en
countered, and so forth.
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Specifically, internal reporting serves the following purposes:
• It identifies variances from the detailed engagement program
permitting corrective action.
• It monitors progress to assure adherence to quality standards
and performance.
• It provides a source of information for reporting progress to
firm as well as client management.

Internal Reporting
T he AICPA Management of an Accounting Practice Bulletins
(particularly Nos. 15, 16, and 18)4 describe time reporting systems
for independent accounting firms. However, most of the more
typical time reports do not provide space for (1) the detailed
task breakdown, (2) reporting variances from an engagement
budget, and (3) explanations of deviations from the detailed en
gagement program.
T he degree of detail required as well as the frequency of prog
ress reporting will often vary among firms and from engagement
to engagement. However, most reports should contain the follow
ing information:
• A periodic record of time spent by members of the project
team (Exhibit 28, page 62).
• A periodic summary of personnel assigned to the project dur
ing the period (Exhibit 29, page 63).
• A periodic summary of progress toward completion of the
project (Exhibit 30, page 64).
• A periodic report on the status of the project (Exhibit 31,
page 65).
A well-developed proposal and detailed engagement program
will usually not only establish an engagement time frame, but will
also indicate the expected time intervals for each task within the
engagement.
As the consultant performs the various tasks indicated on the
detailed engagement program, he can determine periodically
4 MAP Bulletins 15, “Fee Determination, Costing and Budgeting for Account
ing Firms” (AICPA 1962), 16, “The Difficult Art of Managing Your T im e”
(AICPA 1962), and 18, “Application of Data Processing Methods to the Man
agement Requirements of Accounting Firms” (AICPA 1963).
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62
JOB TIME REPORT

EXHIBIT 28

63

64

65

whether he is or is not within the budget. This information
should also be communicated to the independent accounting
firm’s supervisory or management personnel.
Most detailed engagement programs cannot be easily repro
duced and then submitted to the firm’s office together with a
periodic time sheet. For this reason, and because progress based
solely on the time expended can be a misleading indicator, some
firms make use of separate progress reports. (Examples of such
reports can be found in Exhibits 32-37, pages 67-72.)
These forms all provide for the accumulation of actual hours
spent in executing the engagement and relate those hours against
an established budget. However, and perhaps more important,
the progress reports illustrated provide for some commentary on
the progress made as well as the difficulties or problems encoun
tered.
In many instances, copies of those progress reports are also
routed to the client liaison partner of the firm as well as the per
tinent management services partner. A valuable communication
link is thereby established. In addition, a copy of the progress
report is filed in the engagement workpaper binder. Not only
does the progress report serve to document an engagement, but
also, if carefully prepared, establishes an identifiable review trail
for engagement review purposes.

External Progress Meetings
As discussed in the earlier chapters, arrangements should be
made to conduct regularly scheduled progress meetings with
client management. Such meetings differ in purpose as well as
content from those conducted for internal purposes. T he external
progress meeting serves the following purposes:
• It communicates engagement status.
• It creates a sense of involvement.
• It serves to enlist the support and counsel of management.
Progress reporting is an essential element of effective communi
cation and good client relations. Although methods of reporting
may vary, the requirement for control over quality and complete
ness should always be present. Successful meetings require plan
ning and adequate preparation. Haphazard, unplanned, or emer
gency meetings often cloud accomplishments and are disruptive
not only to the consultant but also to client management.
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EXHIBIT 32

Date

1 2 /5 1 /6 7

MAS Key Job Statue Report
Client
Project.

MAS Manager.

Management Information System

Total Fee
Plan
$ 2 0 5 , 000

Current Estimate

Fee increased due to manufacturer delivering incomplete and untested
software. Client approved increase 1/6/68.
Current Billing (last invoice)
Date 1 /7 / 6 8
Period from 1 2 /1 /6 7
Realization amount (under) $50
% -

To 12/31/67
Time charges
Reason Rounding

$16,450

Technical Performance

Appears there may be a problem in testing system if client remains
on strike.
Schedule (completion date)

Plan 2/29/68
Current Eat. 4/30/68
Delay of manufacturer in delivering proven software. Client would
like to expedite completion.

Meetings With Client During Past Month

1/6/68-Met with G. Harris, General Manager, and K. D. Shipler,
Chief Acct. Reviewed program and obtained approval for revised
completion date of 4/30/68 and cost of $225,000.
Client Reaction

Client reaction to staff and quality of work is excellent.
Comments

Legend
Satisfactory
Problem requiring MAS Manager
action
Problem requiring MAS Principal
action

Progress Meeting Formats
Progress meetings can be conducted in a number of ways. For
example, a short conference can be held to review and discuss the
progress reports described earlier in this chapter. More typically
however, a longer meeting is usually held. In doing so, long,
tedious reading material should be avoided. In its place, use is
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EXHIBIT 33

often made of an agenda together with some form of visual aids.
Visual aids may take the form of slides, flip charts, typed charts,
and so forth. Examples of such information are given in Exhibit
38, page 73.
Regardless of the form of the external progress meeting, atten
tion should be given to documenting the proceedings. This is
often accomplished by preparing minutes or letters confirming
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what transpired during the progress meeting. Copies of such doc
umentation, together with charts and the like, where appropriate,
should be sent to meeting participants. (A letter which sum
marizes a progress meeting is illustrated in Exhibit 39, pages 7475.) Care should be taken to include all such correspondence in
the consultant’s workpapers.
EXHIBIT 34

69

EXHIBIT 35

70

EXHIBIT 36

71

EXHIBIT 37
M A S Biweekly Progress Report

72

EXHIBIT 38
Visual Slides
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EXHIBIT 39
Summary Letter of Interim Progress
Hardingsveld & Company
Certified Public Accountants
10 Hilton Street
New York, New York
February 18, 1970
Mr. B. C. Klaus
Vice President and Controller
Highstyle Retailers
90 West 80th Street
New York, New York
Dear Mr. Klaus:
As you are aware, the new payroll system has been installed and
is operating satisfactorily since the first week of January 1970. The system
design and installation team effort directed by us is phasing down con
current with the transfer of responsibility for operation and systems main
tenance to Highstyle Retailers personnel and functions. We expect to
complete our participation by March 15.
The primary purpose of this letter and attachment is to describe
how this transfer of responsibility is being accomplished. In addition, we
discuss the area of systems maintenance responsibility which we believe
to be of paramount importance, but for which there is insufficient staff
planning for Highstyle Retailers personnel to assume.
There are two types of responsibility that must be transferred with
the phaseout of the systems team. They are the systems operating re
sponsibility and the systems maintenance and liaison responsibility. The
systems operating responsibility pertains to the day-to-day performance
of work according to current policy and procedures by all information
processing areas both in the computer and clerical sections involved.
As opposed to the day-to-day activity of systems operating respon
sibility, the systems maintenance and liaison responsibility pertains to the
activity of keeping completely informed on the detail procedures of each
system in order to properly evaluate, process, and control systems modifi
cations when requested and approved by management. This relates to
both the computer processing procedures (including computer programs)
within the computer room and the equally important clerical processing
and report use activities of the system outside of the computer room.
The area of systems maintenance and liaison is the one with which
we are most concerned. It is our experience that systems, no matter how
efficient when initially installed, tend to deteriorate if the function for sys
tem maintenance and modification is not established and assigned to a
capable systems individual. Since a substantial amount of effort and
money has been expended to redesign and install these systems in a
controlled manner, we believe it vital that you take additional steps at this
time to provide the necessary financial systems analyst function to assure
retention of the current value of the new systems installed.
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EXHIBIT 39, cont’d
In the attachment we elaborate further on these functions for each
system involved. In general, however, there are certain guidelines we
believe applicable to all systems:
1. Decisions regarding changes in the system should be made by an
individual who is knowledgeable in both the accounting and data
processing portions of the system. In the past, programmers had
made changes in the mechanized portion of the system when re
quests were made by various accounting and other nonsystems
personnel without sufficient knowledge of the overall system. While
this approach resulted in obtaining short-term benefits, it had often
caused long-term inefficiencies and inflexibilities.
2. All documentation, both for manual and computer systems, should
be updated to reflect any changes in the systems. This is important
(a) so that future modifications can be made accurately with full
knowledge of all of the detail functions of the system, (b) to provide
for proper orientation of new employees who will be involved with
the system, and (c) to insure continued control over the maintenance
of systems in the event knowledgeable people leave the company.
3. A continued effort should be pursued for periodic evaluation of the
system to assure that it is responsive to changing record and report
requirements.
As we mentioned above, this systems maintenance and liaison
responsibility is not currently provided for in Highstyle Retailers. It is our
understanding that Mr. Short of MIS, who recently resigned, was to have
assumed the systems maintenance role. Mr. Jack Wackman was named
by the director of MIS to assume Mr. Short’s immediate duties of coordi
nating implementation of these systems. While we believe that Mr.
Wackman plays a strong and effective role in his capacity of maintenance
programming manager, we question whether that role could or should be
expanded to provide the systems liaison functions which we believe are
important.
We strongly recommend that some provision be made in the cor
porate systems staff for at least one financial systems analyst to assume
the systems liaison responsibility for the system installed. If this is not
done, we believe that the long-term value of the new system will be lost
as future requests for modifications are made.
After having discussed with you both our phaseout plans and our
concern in the area of systems liaison, we propose to meet with the re
sponsible personnel involved with the installed system. The purpose of
these meetings would be to discuss the timetable for our phaseout and
the transfer of responsibility. Until then our involvement will be limited
to documentation of the systems as currently designed.
We look forward to discussing these points with you.
Yours very truly,

Hardingsveld and Company
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Chapter 4

Documenting the Analytical Approach
and Process
T he detailed engagement program outlines the various phases
and tasks that are to be performed during the course of a manage
ment advisory services engagement. T he first phase in executing
an engagement often deals primarily with analysis or fact-finding.
It is during this phase that a consultant gathers the information
necessary to determine what is happening and why. In conduct
ing this aspect of the engagement, a consultant should document
his activity in a manner which will allow a logical assembly of
data as a basis for possible recommendations. Such data should
be assembled to facilitate a reviewer’s understanding of the con
sultant’s progression toward those ultimate conclusions and rec
ommendations. If this pragmatic test can be passed on the basis
of the consultant’s workpapers, it is likely that the engagement
has been properly documented.
Documentation of the analytical approach and process should
meet the following objectives:
• Assure that information to substantiate and support the re
ported conclusions has been documented.
• Provide a basis for efficient engagement reviews during the
course of an engagement.
• Substantiate and monitor the quality of work performed and
areas covered.
• Provide uniformity as much as practical within a firm and
between engagements.
• Serve as a record of accomplishments for a client as well as
reference source for subsequent engagements.
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Type of Workpapers
Standardization rarely exists among independent accounting
firms in the forms used to document the analytical approach and
process. Moreover, the scope of management services is such that
standardization for all skill areas is impracticable. Also, an en
gagement within the same skill area will often vary between
clients. Therefore, this chapter includes a limited number of
workpaper examples.
Generally, workpapers can be classified into two distinct types.
T he first type, record documentation, is primarily utilized to
evidence or validate an event. Examples of such documents are
briefs of interviews and excerpts from journals or daily reports.
T he second type, procedural documentation, portrays the flow
and distribution of information. A flowchart is a typical example
of such documentation.

Extent of Documentation
Ideally, an engagement will be planned and executed so that
only significant material is gathered in support of the ultimate
conclusion or recommendation. Gathering excessive documenta
tion could result in an excessive charge to the client, while insuffi
cient evidence may lead to less than necessary support for either
recommendations or a successful conclusion to an engagement.
T he typical situation is tempered by the level of engagement
detail, the reliability of the source, and the applicability as well
as the perishability of information.
T he level of documentation detail is a function of the degree
or depth of study. For example, when conducting a detailed
systems design the consultant will typically gather, as well as
prepare, more documentation than when conducting a preliminary
systems review.
When facts are gathered from highly reliable sources, there is
often little need to broaden the basis for documentation. For ex
ample, the excerpts or statistics gathered from sales documents
generally need not be verified by a sales manager. However, if
that information is obtained from an order-entry clerk, without
reference to the source documents, there may be a need for fur
ther evidence of reliability.
If information has a perishability factor it should be docu
mented. For example, daily counts or logs used to gather infor
mation not otherwise documented in the client’s recording process
should be kept to support later synthesis.
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In all cases, care should be exercised to include the source of
the information. Omission of source information can render a
document useless if at a later date it cannot be traced to its origins.
Source identification should consist of names of individuals or
documents, dates of events, publications, and so forth.

Purposes in Documenting the
Analytical Approach
T h e purpose of documentation is to evidence the consultant’s
path through the analytical approach and process. As such, the
documentation gathered should:
•
•
•
•

Provide a record of the fact-finding process.
Evidence the research undertaken.
Indicate the alternatives considered.
Support the conclusions reached.

Provide a Record of the Fact-Finding Process
Regardless of the type of engagement that is to be undertaken,
a consultant will ordinarily need to gather facts or some support
ive information. Documentation of this phase will therefore vary,
depending upon the investigative process required. In any case,
as the consultant undertakes an investigation, he should docu
ment and record what he has found. This should be done in a
fashion which establishes order over the data collected, so that the
information can be readily understood and will facilitate later
reviews.
Formal workpapers, where appropriate, are valuable because
they impose order and reduce the need for extraneous data.
Standard forms, where available, promote uniformity of the in
vestigative procedure. Flow charts, which compress tedious nar
rative material into readily understandable diagrams, should be
used to the extent possible. Often however, the only way to record
the results of an investigation may be in the form of a memo
randum. Such memoranda may or may not be transmitted to the
client or included in formal reports.
Finally, workpapers fulfill a supplementary purpose by indi
rectly indicating what areas were not investigated and what client
personnel were not interviewed. As a result, it is often possible
to determine whether the investigative scope was conducted in
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sufficient depth to define the problem or opportunity for im
provement.
As demonstrated below, documentation may serve more than
one function. For example, documentation designed to record
facts may also lead to the development of conclusions.
T he work flow chart, Exhibits 40 and 41, pages 82-83, illus
trates documents which reduce the amount of narrative normally
required to describe a procedure. Such documents not only assure
uniformity of procedure but also save considerable time. Fur
ther use of such forms also serves to justify changes in process
ing systems by highlighting unnecessary handling. Thus, the same
document not only records the investigation process, but also
leads to and supports the conclusions drawn and the recommenda
tions made by the consultant.
Evidence the Research Undertaken
Another function of documentation is to demonstrate the
nature and extent of the research conducted. In Exhibit 42, page
84, client statistics are compared with those of the industry as a
whole and indicate how the client compared to the industry.
Exhibit 43, page 85, illustrates research conducted on the use and
possible redundancy of information contained in the various forms
used by a client.
Without attempting to establish formats for documenting re
search, it should nevertheless be possible to support research
activity with the same kind of documentation used for eliciting
facts from the client.
In many instances however, research documentation consists of
copies of articles, statistics, and so forth. In such instances care
should be taken to identify the source of the research material.
Both fact and research material can sometimes best be docu
mented through the use of a daily log, Exhibit 44, page 86. Often,
a description of the consultant’s activities during the day becomes
a meaningful part of his workpapers. Various types of progress
reports (Exhibits 34-40 in Chapter 3) also serve as basic docu
mentation as well as control correlation to the engagement pro
gram. Use of a daily log is often adequate for documenting the
course of action pursued.
Indicate the Alternatives Considered
After having accumulated the necessary background informa
tion, the consultant undertakes to evaluate the alternatives avail
able and to weigh possible solutions. This synthesis probably
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EXHIBIT 40
Work Flow Chart

82

EXHIBIT 41
Data Processing Flow Chart And Narrative Instruction Form

83

84

EXHIBIT 43
Forms Analysis Chart
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EXHIBIT 44

represents the heart of the consultant’s professional contribution
to the client. During this stage judgment, seasoned by experience,
is brought to bear on the mass of facts collected and research
conducted in order to arrive at a satisfactory solution to the
client’s problems.
Occasionally, the client may impose certain restraints upon the
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available alternatives. This may either be deliberate—e.g., speci
fying that only one manufacturer’s computer equipment is to be
considered, or inadvertent—e.g., having an insufficient number of
qualified people to cope with a complex solution. In the latter
case, a consultant may consider a simpler or less optimal solution
which can be successfully implemented.
Often, a substantial part of the synthesis includes a discus
sion or consultation with other members of the firm’s professional
staff permitting their experience and creative thinking to be drawn
upon.
During this process, the alternatives examined and discarded,
and the underlying reasoning behind any action should be fully
documented.
An example of a document which may eventually become part
of the report to the client is exemplified by Exhibit 45, page 88,
an analysis of data processing equipment. This matrix, along with
narrative commentary, indicates an assessment of the manufac
turer’s equipment and the significant criteria being considered.
Such documentation typifies the synthesizing process. It is also
indicative of the alternatives considered and the criteria deemed
relatively unimportant. Additional examples of this type of docu
mentation are included as Exhibits 46-48, pages 89-91.
Support the Conclusions Reached
T h e foregoing steps lead the consultant to conclusions which
he then presents as recommendations to the client.
Frequently, no new or special documentation is necessary for
this step because the fact-finding, research, and synthesis leading
to the conclusions often sufficiently document the recommenda
tions. Nevertheless, the choice finally selected from the alterna
tives should be clearly pointed out in the workpapers.
Often the specific recommendation, and the reasons for select
ing that recommendation over other alternatives, may best be
documented in narrative fashion in a final report to the client. In
a cost finding study, the documentation may become part of the
final report as is shown by Exhibit 49, page 92.
Throughout the assignment, the consultant should bear in
mind the existence of the review function described in Chapter 5.
Therefore, he should constantly appraise his documentation to
insure that the reviewer will have a clear understanding of the
consulting process. A checklist, such as that illustrated in Exhibit
50, pages 93-95, may be used where appropriate to insure uni
formity.
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34K D rive s

3 0 0 -7 5 0 LP M __________ 4 5 0 -9 0 0 LP M _____________ 250 LP M

2 00 C P M
400 CPM
500 C P M
300 C P M
400 C P M
100 C P M _______________2 00 C P M _____________120 C P M ______________ _______________________ 75 C P M

TAPE

P R IN TE R S ( P r in t s )

C A R D I/O (R eads)
(P u n c h e s )

CYCLE T IM E (M ic ro s e co n d s)__________________4 ______________________ 6 .5 ___________________3. 6____________________0 .8 _____________________ 1.2 __________

CPU (M fr 's Rec. M e m o ry S ize )
(M a x im u m M e m o ry S ize )
(U n it of M e m o ry )

____________ Ite m ________________________________ #1____________ ___________ #2 ____________________ #3 _____________________ #4 _____________________ #5____________

M a n u fa c tu re r

C o m p aris o n C h a rt - - S p e c ific a tio n s

EXHIBIT 45
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Hardware
Costs and Contractual
Physical
Software
Compatibility
Systems and Programming Support
Testing and Education Support

Item
Yes
No
Yes
Partial
Partial
Yes
Yes

#1
Yes
Yes
No
Yes
Yes
Yes
Yes

#2

MANUFACTURER

Comparison Chart— Responsiveness

Yes
Yes
Partial
Partial
Partial
No
Yes

#3

Yes
No
No
Partial
Yes
No
No

11

Yes
Yes
Yes
Yes
No
Partial
No

11

EXHIBIT 46

EXHIBIT 47
Decision Tree
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EXHIBIT 48
Lease vs. Buy Analysis

Andrews Manufacturing Co., Inc.

Assumptions
Cost of equipment
Useful life
Salvage after 6 years
Tax rate
Annual costs 1. Rent
2. Maintenance
Interest rate
Annual depreciation straight line method
(27,000 — 3,000 6)

Lease

Buy
$27,000
6 years
$ 3,000
50%

$ 7,000
8%

$ 2,100
8%
$ 4,000

Calculations
Cost of equipment
Less salvage value of $3,000 discounted 6
years at 8%
Present value of 6 payments of $2,100 less
50% tax benefit at 8%
Present value of 6 depreciation deductions
of $4,000 less 50% tax benefit at 8%
Present value of 6 payments of $7,000 less
50% tax benefit at 8%

$27,000
(1,891)
4,854
(9,246)
$16,180

$20,717

Conclusion
At this rate of return, it would be better to lease than to buy.
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Direct Employees
Square Feet
Equipment Cost
A/C
NO.
502 Rework labor
504 Meetings/training
507 Wages— Inspection
508 Holidays/vacation
510 Indirect
511 Payroll taxes
512 Payroll insurance
513 Overtime premium
519 Misc. (mats, screws, etc.)
525 Shop supplies
526 Misc. shop expense
528 Auto truck expense
544 Crating & shipping
550 Travel
599 Miscellaneous
527 Machine, etc. rental
530 Depr.— equipment
533 Maintenance— equip.
530 Depr.— buildings
531 Amort. of leasehold
improvements
534 Maintenance— bldgs.
535 Taxes & licenses
538 Insurance— facilities
541 Utilities
Total
HOURS
Regular
Overtime 15%
Total
Hourly overhead rate

Sq. feet
Sq. feet
Sq. feet
Sq. feet
Sq. feet_______
_____________

Actual
Actual
D. labor
Actual
Actual/D. labor
Actual/D. labor
Actual/D. labor
Actual
D. labor
D. labor
D. labor
D. labor
D. labor
D. labor
D. labor
Actual
Equip. cost
Equip. cost
Sq. feet

Basis

$

5,000
25,000
8,000
15,000
25,000
642,000

5,000
3,000
24,000
21,000
150,000
42,000
8,000
26,000
5,000
90,000
5,000
5,000
8,000
5,000
5,000
67,000
70,000
17,000
8,000

84
30,430
XXX

Total

1,526
17,549
6,000
900
6,900
$2.50

4,000
600
4,600
$4.04

1,547

822

1,890
5,600
1,500
287
927
225
3,000
225

$

Tool
Room
3
540
XXX

4,437
18,581

4,490

87,000

1,262
3,735
1,000
192
617
150
2,000
150

548

4,000
53,000
4,000

53,000
150,000
42,000
8,000
26,000
5,000
90,000
5,000

$

23,000
67,000

$

$

Subtotal Fabri
M/C Shop cation
2
53
1,570
15,430
XXX
XXX

86,000
642,000 _______

$

Subtotal

OVERHEAD ALLOCATION

22,000
3,300
25,300
$2.81

8,902
71,018

9,008

3,014

6,941
20,529
5,500
1,047
3,407
835
11,000
835

$

Milling
11
3,150
XXX

22,000
3,300
25,300
$2.50

5,087
63,342

5,147

3,014

6,941
20,529
5,500
1,047
3,407
835
11,000
835

11
1,800
XXX

Lathe
Room

1,092

2,524
1,430
2,000
380
1,238
250
1,000
250

8,000
1,200
9,200
$1.11

10,164

______

$

XXX

C.A.T.V.
4

EXHIBIT 49

EXHIBIT 50
MAS Workpaper Checklist

The following checklist should be prepared for each MAS engagement
and placed at the head of the first, or general, file of workpapers relating
to the engagement.
The MAS manager on the engagement should ascertain that each of
the items indicated has been accounted for and either he, or the person
directly responsible if other than the manager, should initial and date the
appropriate spaces on the checklist.
The checklist has been drawn on the assumption that the engagement
Involves work prior to, but not including, implementation of such recom
mendations as may be developed. When our work leads to our being
engaged to conduct or take part in implementation, the work of actual
implementation should be the subject matter of a separate checklist.
Name of client
Nature of MAS assignment
Date assignment started__

A. Instructions for assignment
1. Copy of proposal included, or a precise state
ment of our instructions if they vary from
proposal.
2. Memos included of changes in instructions
after issuance of final proposal.
3. Memos included of additional instructions be
yond original engagement.

Initials

Date

B. Work program
1. Analysis of assignment into projects shown
(see specimen form attached).
2. Program work steps shown for each project.
3. Assigned staff shown.
4. Notes on analysis of skills required and selec
tion of staff.
5. Notes on client personnel participation in
cluded.
6. Estimated time and fee shown (see specimen
form attached for more extended engage
ments).
Note: Checklists and questionnaire exhibits are included as a guide and should
not be construed to be all inclusive or totally applicable to all engagem ents.
Sound professional practice may require modifications in differing circumstances.
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EXHIBIT 50, cont’d
7. Revisions of time and fee estimates shown.
C. Progress reporting
1. Copies of all progress reports included.
2. Memos included of meetings with client offi
cials, audit staff and others on progress.
3. Copies of Status of Work Reports included
(see specimen forms attached).
4. Notes explaining variations between plan and
actual progress included.
D. Record of significant events, meetings, observations, etc.
1. Daily log maintained.
____
2. Memos written of all significant meetings, ob
servations, events involving primary client per
sonnel.
____
3. Notes on significant meetings with non-client
personnel such as EDP suppliers, attorneys,
representatives of other consulting firms, etc. ____
4. Copies of significant interim memoranda in
cluded.
____
5. Record maintained of meetings, conversa
tions, etc. with audit manager and partner.
____
E. Detailed fact gathering workpapers
1. Arranged systematically.
2. Indexed adequately.
3. Extraneous matter removed.
4. Sources of information recorded (from whom
obtained, when, where and under what cir
cumstances).
F. Bases for our conclusions
1. Description of salient features of alternative
choices included.
2. Advantages and disadvantages of our choice
in comparison with alternatives stated.
3. Necessary comments to support our decision,
beyond clear implications of 1 and 2, included.
4. Record included of basis for any changes
from initial draft to final report issued to client.
5. Notes on client’s reactions to our work and
report (satisfaction, acceptance or rejection,
etc.) included, together with statement of sig
nificant reasons for rejections, when this
occurs.
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EXHIBIT 50, cont’d
G. Review
1. Workpapers reviewed by:
MAS manager.
MAS partner.
2. Final report reviewed by:
MAS manager.
MAS partner.
H. Follow-up
Notes included on follow-up visits; follow-up
arrangements made and related fee agreements,
dates, who was seen, items of interest developed,
etc.
I.

Disposition of workpapers
1. Statement on retention and destruction of
workpapers included.
2. Statement included of workpapers and other
material given to client.

Organization of Workpapers
Workpapers may be the only visual evidence of the manage
ment advisory services engagement. This is particularly true if
no comprehensive formal report is to be prepared for the client.
Workpapers of a completed engagement serve three valuable
historical functions:
1. They provide the documentation of the engagement in the
event that questions arise and the consultant is called upon to
support his position or to offer further advice in the same area
(e.g., if the client needs more assistance or if the situation has
changed).
2. They also provide a record of the services rendered to a client.
When new engagements are undertaken in the future, the as
signed consultants can benefit from the firm’s prior knowledge
of the client. In many cases, the existence of prior knowledge
is crucially important in making future engagements economi
cally feasible. Obviously, either audit workpapers for a con
tinuing client or prior engagement documentation are valu
able. T o the extent that consultants can satisfy themselves
that the situation is unchanged, the need for devoting substan95

tial time to fact-finding may be reduced and the insight gained
into the client’s affairs may facilitate the remaining processes.
3. They serve as a source of ideas and research material for en
gagements with other clients having similar problems or
engaged in the same or similar industry. Provided care is
taken not to disclose information of a confidential or propri
etary nature, the consultant obviously can and is inherently
expected to make use of experience gained in the past to
improve and shorten the time required for future consulting
engagements.
T he time required to complete a previous engagement can also
serve as a guide to the efforts necessary in prosp>ective engage
ments. It can permit the consultant to more accurately advise the
client as to the costs and duration of a proposed project.

Workpaper Filing
T o fulfill the purposes outlined above, workpapers should be
filed in a logical manner, systematically arranged, and adequately
indexed.
Upon submitting a report to the client, workpapers should be
screened for the following purposes:
• Removing and returning to the client any material belonging
to or useful to him.
• Removing and filing by subject or industry those items use
ful for reference purposes.
• Removing material not pertinent to the support of recom
mendations or for subsequent service to the client.
• Removing and destroying extraneous material.
Workpapers can be useful from a reference standpoint in future
engagements. Programs specifying retention of workpapers ac
cordingly should include consideration of the reference value of
various portions of the file and provide a means of identifying
material that may be retained.
T h e retained workpapers ordinarily should be indexed and
placed in binders. Examples of indexes pre-printed on binder
covers or in a firm’s procedure are illustrated in Exhibits 51-55,
pages 97-101.
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EXHIBIT 51
Workpaper Binder Cover

For Use of File Clerks Only
Client code number.

Date
started

Date received
Date entered
Type of file

Management Advisory Services Work Papers
(Exact name of client)
(Branch, division or subsidiary)
(Nature of assignment)
Check groups of workpapers in this binder:
1000
1200
1300
1500
2000
3000
4000
5000

6000

7000

8000
9000
9900

Preliminary Development and Definition
Engagement Memorandum and Confirmation Letter
Copy of Final Report (Format Report and/or
Internal Memo)
Planning, Budgeting, Scheduling and Staffing
General Company Background Material
Field Survey (Interview notes, present procedures,
forms, charts, narrative)
Analysis and Research of Findings
Development of Recommendations (General rec
ommendations, recommended procedures,
forms and charts)
Progress Reporting
6100 Outline
6300 Drafts
6600 Presentation Materials
Preparation of Final Report
7100 Outline
7300 Drafts
7600 Presentation Materials
Implementation
Follow-Up
Other (Itemize)
File

of

Files

(Name of office)
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EXHIBIT 52
MANAGEMENT SERVICES
FILE CHECKLIST

CLIENT NAME

INSTRUCTIONS - In addition to sections 1 and 2, the
following sections are to be used if applicable :
Section 3 - Flow Charts □ present □ proposed
Section 4 - Forms □ present □ proposed
Section 5 - Reports □ present □ proposed
Section 6 - Notes per interview
Section 7 - Other analysis (use if needed)

S E C T I O N 1 - F R O N T P O R T IO N

1 .1

REPORT

1.2

REVIEWERS MEMOS

1.3

TO DO'S

1.4

FOLLOW-UP MEMOS

1.5

MANAGEMENT SERVICES ENGAGEMENT MEMORANDUM

1.6

ENGAGEMENT LETTER

1.7

SYSTEMS QUESTIONNAIRE

1.8

OTHER CORRESPONDENCE

1.9

MANAGEMENT SERVICES WORK PROGRAM

1.10
1.11

S E C T IO N 2 - S U G G E S T IO N S & P O S S I B L E IM P R O V E M E N T S

2.1
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EXHIBIT 53
Index of Workpapers

Client________
Engagement # .
Nature of the engagement
(Subjects marked with an asterisk (*) are always required. Explanatory
comments are made where considered necessary.)
*A

Index (available from office supplies).

*B

Engagement memorandum copy.

C
*D
E

Correspondence and memos-to-file copies.
Progress report copies (required bi-weekly with time reports).
Analyses and flow charts (number and title analyses and flow
charts, i.e., “ E-1 Organization Tables,” “ E-2 Analysis of Present
EDP Equipment” ).

*F

Engagement log sheets (arranged chronologically).

*G

General conclusions leading to report preparation (notes and
subject matter outline used for report preparation).

H

Report copy. (If oral report, a post-report memorandum should
be filed in this section stating to whom the report was given;
names and titles of all who were present; the place, date, and
time of the report; and, an outline of points covered, client re
actions, conclusions reached, and the actions to be taken as
a result of the report.)

*l

Case study report. (Normally one page, with a maximum of two
pages. Three copies should be prepared, one each for the
subject, numerical, and workpaper files.)

*J

Manager’s review checklist.
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EXHIBIT 54
Engagement Workpaper Index

Management Controls Department
Section

U

Engagement workpaper checklist.
Engagement budget estimate.
Engagement time control reports.
Proposal letters (including subsequent letters containing
changes in scope, etc.).
Preliminary survey papers.
Miscellaneous engagement memoranda (including names and
positions of participating client personnel).
Research data (company and industry).
Correspondence (both incoming and outgoing).
Engagement reports.
Work program and checklists.
Supervision notes.
Consultation with others in firm (notes).
Minutes of meetings.
Progress letters to client.
Fact-finding (an index to cover all subsections— to be divided
by department or function appropriate to the engagement.
Also, an index to precede each subsection as necessary.)
Analysis and conclusions.
Development of recommendations: alternatives.
Development of recommendations: details of selected recom
mendation.
Presentation outline (oral report).
Written report (draft).
Written report (final copy).
Index (bulk material).

Notes:

1. A separate index sheet must be prepared for each section and

—
A

B
C

D
E
F
G
H
I
J
K
L

M
N

0
P
Q

R
S
T

inserted in the appropriate place in the workpaper file.

2. The pages within each section (A-U) are to be numbered con
secutively, using standard decimal notation (e.g., 1, 2, 3, . . .
1.1, 1.2, 1.3___ etc.).
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EXHIBIT 55
Management Advisory Services Workpaper Binders

Section
Number

Subnumber

A
A
A
A
A
A
A
A
A

1
2
3
4
5
6
7
8
A8 1
A8 2
A8 3

B
B
B
B
B

1
2
3
4

C
C 1
C 2

D
D 1

E
E 1
E 2
E 3
E 4

Content
All Bench Mark Documents
Engagement notice
Proposal letter
Confirming letter
Engagement plan
Change letters
Final report
Follow-up plan
Progress reports
Other progress reports
Other progress reports
Other progress reports
Background Data
Interview notes
Client documents
Statistical and analytic data
Miscellaneous data
Conclusion and Findings
Preliminary conclusions made while job
is in process, usually at early stages.
Later conclusions which are revisions of
C 1 as the result of more input and/or
revaluation of the facts. (Each con
clusion in the final report should tie
back to C 1 or C 2.)
Recommendations
Preliminary recommendations made from
initial findings (many of which could
be later discarded). Final recommen
dations as will eventually be incorpo
rated into client report.
Engagement Evaluation
Engagement manager’s evaluation of the
completed job
Audit partner’s evaluation
Any client feedback
Miscellaneous evaluations (review team,
audit personnel, MAS personnel, etc.)
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Chapter 5
Final Reporting And Engagement Review Approaches

Long-Form
Report
Final
Reporting

Short-Letter
Report
Ex 56

_____

Engagement Rev.
Questionnaire
Checklist
Ex 57

Engagement
Review

Report Approval
Authorization
Ex 58

Engagement
Evaluation
Ex 59

103

Chapter 5

Final Reporting and
Engagement Review Approaches
Although successful implementation of the recommendations
is generally the ultimate goal, an engagement is often not con
sidered complete until some form of final report has been sub
mitted and an engagement review has been conducted.
Final reporting usually takes place after the analytical process
or after implementation. Reporting after the analytical process
has taken place has as its purpose the presentation of the consult
ant's findings, solutions, and recommendations. Where manage
ment has made a decision to engage the independent accounting
firm to proceed with implementation of the recommendations,
final reporting signals the end of the engagement.
While report preparation may be costly, careful consideration
should be given to the informational value. For example, an
orderly recording of the facts and the logic supporting a recom
mended course of action may be particularly useful if subsequent
changes in client organization, personnel, or line of business alter
the basis for past recommendations. Quite often such reports also
have instructional value not only for client personnel, but for
consultants as well.

Final Reporting:
Types and Considerations
T he American Institute of Certified Public Accountants’
“Guidelines for Administration of the Management Advisory
Services Practice” generally classifies final reports into long-form
and short-report letter categories. These reports summarize or
document the recommendations serving as a basis from which
management can decide whether or not to proceed with imple
mentation. Such reports are usually prepared before the imple
mentation project, or final phase, of an engagement.
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Often, the long-form report will document all of the circum
stances surrounding the engagement, including both findings and
recommendations. T h e recommendations are then subject to fur
ther consideration by the client prior to their decision on imple
mentation. T he report may also serve as a basis for developing an
implementation plan for work to be accomplished by the client,
with or without the consultant’s assistance.
Formal documentation of the recommendation and implemen
tation steps is most necessary when a client decides to undertake
the implementation phases without consulting assistance. On the
other hand, a short-report letter is often used to confirm in writ
ing a pre-agreed course of action, such as a mutual agreement to
proceed with the implementation recommendations which had
previously been reviewed in detail and accepted. This is also
normal in those instances where the circumstances of the engage
ment involve extensive interim reporting and documentation, or
closely coordinated work between the client and the firm’s per
sonnel. Such relationships may preclude the necessity for exten
sive final report documentation.
T he aforementioned guideline lists the following minimum
objectives of a final report:
1. Summarize the work performed as related to the scope indi
cated in the proposal letter and any subsequent arrangements.
2. Summarize the CPA’s findings and recommendations in a
clear, logical manner, together with any supporting assump
tions.
3. Recommend a future course of action, including where appro
priate, a listing of future projects in priority sequence.
4. Serve as a continuing reference document for client manage
ment in their post-engagement evaluation, training, and inter
pretation.

Engagement Objective and
Scope Emphasis
T he initial agreement between the client and the consultant,
evidenced by the proposal and engagement plan, is important in
planning the type of final report to be prepared. T he proposal,
as well as the engagement notice, places particular emphasis on
the description of the objectives, scope, and approach of the en
gagement. Although related procedures have been previously
discussed, an additional reference here serves to emphasize the
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advisory posture of the consultant, while reiterating the impor
tance of adherence to the initial (or amended) agreement. (See
Statement on Management Advisory Services No. 3.)
Original instructions for completing the engagement order or
notice (no longer accompanying Exhibit 16, page 31) included the
following:
The objective and the scope should be summarized in a man
ner that will clearly show the purpose of the assignment and
what procedure we expect to use in accomplishing that pur
pose. . . . Our role is limited to providing advice, counsel,
recommendations or suggestions to the clients, and not to
management decision making.
Several forms and procedures referred to previously serve to
emphasize the need for an orderly development and review of
evidential matter which is essential to the preparation of a final
engagement report. T he MAS workpaper checklist, Exhibit 50,
Chapter 4 (pages 93-95), for example, places emphasis on workpapers as the basis for conclusions.
Long-Form Report
T he exact design of the formal report must in all instances
recognize the requirements of the engagement. Before preparing
a long-form report, this matter should be discussed with the client
in order to ascertain whether the report will meet his informa
tional needs.
Reports are generally prepared using the following format:
1. A table of contents.
2. An introductory section summarizing the conclusions and
scope of the engagement. While the form of every report na
turally varies, this section usually contains the following infor
mation:
a. Background of engagement,
b. Objectives and scope,
c. Survey and/or engagement methods,
d. Summary of findings and/or recommendations, and
e. Projected or realized benefits.
3. A section containing the details of the consultant’s conclusions
and recommendations, together with any supporting data and
analyses. This can be structured in various ways. (Sometimes
this section contains an initial summary of conclusions, par
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ticularly if not already adequately covered in the introductory
section.)
4. An appendix containing, where appropriate, charts, exhibits
and tables. These should assist the client in comprehending
the report and support the recommendations.
Short-Letter Reports
Short-letter reports are often used to confirm oral presentations
when the subject of an engagement requires only a brief discus
sion or where it is desirable to draw the client’s attention to the
core of a problem or solution.
As with long-form reports, the contents of short-letter reports
will vary in design as well as substance. Exhibit 56, page 108, illus
trates a short-letter report which includes the typical purposes
described above. In addition, the exhibit also serves as a sign-off
letter, signaling the end of an engagement.

Engagement Reviews
T he engagement review process may be undertaken for a num
ber of purposes or objectives. Obviously, an overall review is
necessary as a condition precedent to the preparation of a longform final report. Regardless of the objective to be served, an
effective review process assumes a logical and orderly assembly
of workpapers. Engagement review procedures are emphasized
by most independent accounting firms for quality control pur
poses. While various approaches are used, three usual and more
typical approaches are discussed:
• Interim engagement reviews.
• Reviews prior to a final report.
• Post-engagement reviews.
Interim Engagement Reviews
Progress reporting procedures—both internal as well as external
—are designed to provide a basis for continuing review of an en
gagement. T he usual emphasis in internal progress reporting is
placed on the events or incidents which are in exception to the
engagement plan or the detailed engagement program. As indi
cated earlier, the procedures of many independent accounting
firms provide for the distribution of progress reports to key firm
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EXHIBIT 56
Short-Letter Report

Hardingsveld & Company
Certified Public Accountants
10 Hilton Street
New York, New York
April 14, 1970
Mr. B. C. Klaus
Vice President and Controller
Highstyle Retailers
90 West 80th Street
New York, New York
Dear Mr. Klaus:
The purpose of this letter is to confirm that a meeting was held on
April 6 as a final step in the transition of the integrated information systems
responsibility from our firm’s consultants to Highstyle Retailers personnel.
Mr. J. C. Bailey’s memorandum of April 10, which is attached, lists those
people present and those points which were discussed at the meeting.
All of the key people present indicated a clear understanding of their
functions and responsibilities under the new system. As Mr. Bailey points
out in his memo, all required documentation has been received by the
pertinent personnel and he considers the system fully acceptable.
In our recent letter of February 18 to you, we pointed out that the
responsibility of systems maintenance and liaison was one which must be
transferred with the phaseout of our systems team. We are satisfied that
most responsibilities associated with policy and programming maintenance
have been successfully transferred. It is our understanding that Mr. Bailey
is currently seeking to hire a financial systems analyst who will assume the
responsibility of systems liaison. Until this role has been filled, we believe
that there will be a serious void in the proper maintenance of the system.
At this time we anticipate no further direct involvement with the
integrated system. We would suggest, however, that we have the opportu
nity to review the system with your personnel after a period of approxi
mately three months.
If you have any questions pertaining to the information system and
its current status, we will be happy to discuss them with you.

Yours very truly,
Hardingsveld & Company
cc: Mr. J. C. Bailey
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personnel. External, or client, progress reports are usually pro
vided for in the proposal as well as in the engagement plan or
detailed engagement program. T h e orderly preparation and the
integration of the proposal with the engagement plan, the detailed
engagement program, and well disciplined internal progress re
ports obviously facilitate preparation of progress reports for client
management.
More usual progress reporting practices of independent account
ing firms call for internal reporting on a weekly, bi-weekly or
semi-monthly basis (Chapter 3, Exhibits 33-37, pages 68-72), with
client progress reports or meetings on a monthly cycle. T h e wellcoordinated interaction of these typical engagement administra
tion measures can provide an ideal “built-in” interim review
procedure.
Some independent accounting firms provide an additional
assurance of quality control on more formal, major, technically
complicated longer term engagements. Special teams, which in
clude personnel who possess qualifications unique to the particu
lar problem situation, along with other senior consultants, are
assigned to conduct independent or objective reviews. Exhibit
57, pages 110-119, includes portions of an engagement review ques
tionnaire checklist which may be used for both pre-completion and
post-engagement reviews. Obviously, problems which have been
revealed during the course of a review should be resolved and
adequately documented.

Reviews Prior to a Final Report
Review work undertaken prior to preparation of a final report
is of course dependent on several variables. Such variables in
clude: engagement scope and complexity; client need and the
intended use of the report; client relations concerning engagement
performance and the recommendations; plans for implementing
recommendations; extent and form of interim reporting; and doc
umentation of problems with recommended solutions.
Many independent accounting firms use some type of checklist
for the final review process. Again, a well-conceived proposal,
engagement plan, and detailed engagement program, together
with regularly scheduled progress reporting (as integral engage
ment administration procedures), can minimize the necessity for
a detailed engagement review.
Traditional review systems and procedures employed by many
firms in the processing and preparation of audit and tax reports
and returns are generally recognized as healthy influences in man109

agement advisory services reporting. Legal and governmental re
quirements, as well as audit and accounting principles and proce
dures (while generally not applicable to management advisory
services engagements), serve to influence the quality of a full range
of service. T o provide assurance for this quality many firms re
quire formal engagement authorization and sign-off procedures.
Exhibit 58, page 120, is an example of a report approval and
authorization form in which key management services personnel
are required to review and approve the report’s technical content,
and in which an audit or client liaison partner’s formal approval
is also required. It should be noted that this same form can be
used for all formal letters and reports which relate to the definition
and status as well as to the results of an engagement.

EXHIBIT 57
Management Advisory Services
Engagement Review Program

Instructions

Purpose
Consistent achievement of a high level of quality in serving client needs
is the prime objective of the management services engagement review
program. Keys to attaining this goal are the selection, training, and per
formance of well-qualified professional personnel. An important measure
of the success of these efforts is provided by the MAS engagement review
program. Pre-completion and post-review approaches supplement our
day-to-day managerial efforts, and provide a firm-wide appraisal of the
conduct of our management services practice. MAS work for selected
clients and engagements is reviewed by professional personnel not directly
associated with the work to appraise the adequacy of scope, work quality,
aptness of skills applied, effectiveness of supervision, completeness and
clarity of documentation, client and firm management satisfaction, and
results achieved vs. initial objectives as defined by our proposal and/or
modified during the engagement. Reviews are undertaken both as a part
of regular office reviews and as special MAS projects on an annual planned
basis.
In addition to helping to assure more uniform application of professional
standards of performance throughout the firm, reviews offer members of
the review team a valuable opportunity to broaden their own perspective
of our practice, and to observe alternative approaches to engagements.
Note: Checklists and questionnaire exhibits are Included as a guide and should
not be construed to be all-inclusive or totally applicable to all engagem ents.
Sound professional practice may require modifications in differing circumstances.
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Specific Objectives
A.
B.
C.

Evaluate engagement administration and professional performance.
Monitor adherence to MAS standards and disciplines.
Develop recommendations for improving engagement administration,
documentation procedures, and client and internal relations.

Approach
A broad, objective, and constructive approach is required. Emphasis
should be placed on the adequacy of office or engagement administrative
procedures to insure the timely review of firm commitments by client man
agement, firm management, and engagement personnel. The review team
will evaluate in depth the correlation of work done— as evidenced by re
ports, progress reports, etc.— with the proposal and subsequent revisions.
A clear distinction should be made between what the documentation shows
and the explanations obtained in the interviews. Comments, suggestions
and criticisms made by the reviewers are to be discussed with the respon
sible personnel before they are included in the written report.

Selection of Engagements
The review should cover small, medium-sized and large engagements,
chosen to reflect, insofar as practicable, the whole range of skills prac
ticed. Over a period of time, the work of as many different management
services personnel as possible should be reviewed, including engagements
from every office in which we have resident management services per
sonnel. Pre-completion or “ bench mark” reviews will be planned and
undertaken during the course of selected major, or more technically com
plicated, longer-term engagements.

Scope of Review
The review should include: 1) a detailed examination of engagement
documentation, 2) interviews with the personnel who performed the work,
and 3) interviews with appropriate firm management personnel familiar
with the client, the circumstances of the engagement, the results achieved
and client views about those results.

Engagement Review Questionnaire/Checklist
The attached engagement review questionnaire/checklist outlines in
detail the items to be considered in the engagement review.

Reporting Results of Review
The results of the review should be discussed with the personnel re
sponsible for the engagement, including the office partner, before they are
included in the review report. A written report of the results of each review
will be prepared including points for later follow-up by appropriate firm
management personnel.
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Management Advisory Services
Engagement Review Questionnaire/Checklist

(For use in both pre-completion & post-reviews)
Client:

Review date:

Engagement Number:

Office: ____

Engagement Name: _

Personnel Assigned:
Name

Office

Position

Primary/
Secondary Skill

Engagement
Manager:
Other:

Client liaison
Partner;
Audit:
Review Team
Captain:
Reviewers:

Review Summary

Type of Review
Pre-completion
Post-completion

I. Documentation
A.
B.
C.
D.
E.
F.
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Engagement File (Control binder)
Proposal, Survey Report, or Engagement Letter
Engagement Plan
Progress Reporting (Internal)
Progress Reporting (Client)
Formal Interim Reports and Final Engagement
Report

Areas with major re
view comments for
final report (X)

EXHIBIT 57, cont'd
G. Engagement Digest
H. Supporting Workpapers

II. Engagement Performance
A. Technical Content
B. Budgetary Performance
C. Engagement Management

III. Firm & Client Relations
A. Audit/Tax MAS Relations
B. Client Relations
C. Interviews and Comments

Detailed Examination of Engagement Documentation*

I. Documentation

A. Engagement File (Control Binder)
1. Is the file for this engagement available in the local MAS depart
ment?
2. Is the file organized in the manner required by the firm's proce
dures?
3. Are the contents of the file complete, current, and up-to-date, e.g.,
including proposal, engagement notice, engagement plan, prog
ress reports, key correspondence, final report, engagement digest,
WIP sheets, and invoice copies?
4. Are the contents of the file cross-referenced with other papers in
the file and to supporting workpapers filed separately?
5. Were firm’s standard procedures for signatures followed in con
nection with correspondence sent to the client?
6. Does the file adequately present the status and history of the
engagement?
7. Were Proposal or Report Approval and Authorizations (MAS-19)
prepared for all reports requiring them?
B. Proposal, Survey Report, or Engagement Letter
1. Objectives or purpose of the engagement clearly stated in the
proposal letter?
2. Work to be performed clearly defined: definite parameters set as
to the scope of the engagement?
3. Does proposal contain a general plan of work activities to be fol
lowed?
Space for comment has been omitted from this portion of the document.
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4. Are the expected benefits and results of the work clearly outlined
and completely described?
5. Are basis for and amounts of estimated time and fees clearly
stated, and is monthly billing specified?
6. Is the client’s role (and degree of support) for the engagement
clearly defined with appropriate definition of specific project
assignments of client personnel?
7. Does the proposal make reference to obvious follow-up work
which will be necessary once the system or procedures have been
installed?
8. Was the proposal reviewed by the Client Liaison Partner?
9. Did the MAS Office Director review the proposal before it was
given to the client?
10. Have we received appropriate acceptance by client executives of
this proposal?
11. Were the grammar and writing style satisfactory?
12. Did the proposal have a good appearance and was it free of typo
graphical errors?
13. Was the proposal signed with firm name per the firm’s policy?
14. Was an engagement notice prepared at the time the proposal was
issued?
C. Engagement Plan
1. Taking into consideration the size of the job, the mix of skills, and
the experience of the assigned consultants and client personnel,
was each necessary work element described in sufficient detail?
2. Have these work elements been organized into a time-phased
engagement plan?
3. Are anticipated results and target dates identified in the engage
ment plan?
4. Have the approaches and techniques used in completing various
work elements been adequately and thoroughly Identified?
5. Has proper supervision been clearly assigned to appropriate per
sonnel?
6. Are specific responsibilities for performance clearly assigned to
appropriate client and consulting personnel?
7. Was the engagement plan reviewed and approved by a client
executive prior to the start of the engagement?
8. Did the engagement plan provide a suitable basis for control and
progress reporting?
9. Are interim and final reporting dates clearly identified and at ap
propriate intervals in keeping with the work schedule?
10. Was the engagement plan updated to reflect changes in the scope,
timing, or planned level of effort?
11. Were time and fee budgets prepared to agree in detail with the
plan?
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12. Were time and fee budgets revised in accordance with any plan
changes?
D. Progress Reporting: Internal
1. Were semi-monthly progress reports issued by each consultant
with distribution to the engagement manager and MAS Office
Director? List dates of progress reports on file for each person
assigned.
Name:
Dates:
2. Do consulting hours indicated in progress reports agree with
work-in-process reports for those periods?
3. Did the engagement manager review progress and prepare sum
mary reports for each semi-monthly period?
4. Do progress reports document specific participation of engage
ment manager, MAS Partner/Principal and Client Liaison Partner?
5. Was there distribution of the summary progress reports to the
MAS Office Director and Client Liaison Partner?
6. Was the engagement status as reported in the internal progress
reports tied to the major tasks in the work plan?
7. Were major changes to the work plan adequately described in
internal progress reports?
8. Were the content and distribution of progress reports adequate to
insure that the firm’s management was apprised of the engage
ment status on a timely basis?
9. Were problems clearly identified and described in the status re
ports?
10. Was there a subsequent report explaining how the problem was
handled?

E. Progress Reporting: Client
1 . Did the responsibility for reporting progress to the client rest with
the appropriate individual?
2 . Was progress reporting to the client correlated with the work plan?
3. Were major changes to the work plan adequately described in
reports or correspondence to the client?
4. Were the content and distribution of progress reports to client
adequate to insure that management was apprised of engage
ment status on a timely basis?
F. Formal Interim Reports and Final Engagement Reports
1. Do the reports tell the entire story? (How did the job originate?
What was the original objective? How did objectives change?
What did we do? What was recommended? Did client act? Re
sults and benefits? Current status? Future course of action?)
2. Does the final report (or a sign-off letter) specifically enumerate
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3.
4.
5.
6.

all formal interim reports and other documentation furnished the
client?
Do the reports emphasize the important aspects of the engage
ment and client follow-up required?
Are the grammar and writing style satisfactory?
Do the reports have a good appearance and are they free of
typographical errors?
Was each report signed with the firm’s name by authorized per
sonnel?

G. Engagement Digest
1. Was an engagement digest prepared and included in the workpapers?
2. Does the engagement digest accurately summarize what hap
pened?

H. Supporting Workpapers
1. Are workpapers maintained under appropriate security at the
principal work site? (Pre-completion review)
2. Are workpapers properly organized, identified and bound for ease
in handling and review?
3. Are workpapers organized and cross-referenced in accordance
with the standard workpaper sections?
4. Do the workpapers show good judgment in retaining documents
in an appropriate and selective fashion?
Are the workpapers legible and professional in appearance so
that an adequately skilled and experienced consultant can under
stand them without prior involvement in the engagement?
6 . Do all workpapers show initials of preparer and date prepared?
7. Do important workpapers show initials and dates of reviews by
the engagement manager?
8 . Are the contents of the workpapers current and up-to-date, e.g.,
including appropriate data and analysis to support major con
clusions and recommendations?

II. Engagement Performance
A. Technical Content
1. Do technical concepts appear generally well thought out, and
have alternatives been considered?
2. Have the technical concepts been explained in sufficient detail to
facilitate a thorough review by both client as well as firm man
agement personnel?
3. Do the concepts appear suited to the client’s environment and
capabilities?
4. Was consideration given to the possible utilization of similar
proven systems?
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5. Were the major phases of the engagement thoroughly consid
ered? Does the engagement plan logically follow requirements
for a technically satisfactory completion of the engagement?
6. Was planning thorough and sufficiently detailed so that it could
be used as the basis for measuring performance of engagement
participants?
7. Were periodic reviews with the client planned and were they held
during the development of the systems concept?
8. Were client training requirements considered and timely arrange
ments made for the required training?
9. Was there a thorough testing of concepts prior to installation?
10. Was provision made to document for client’s convenient future
reference the new systems and changes for which we are re
sponsible, e.g., procedures manual, organization plan, clearly
identified flow charts, file layouts, computer programs, etc.?

B. Budgetary Performance
1. Was the initial budget (time and fees) estimate adequate for the
scope of consulting work proposed?
2. Was budgetary status reviewed against the work plan on a timely
basis?
3. Was there a projection of monthly fees and expenses to the end
of the engagement on a realistic basis?
4. If renegotiation of fees or expenses was required because of
changes to engagement scope, did this occur on a timely basis
to provide adequate funding of the work remaining?
5. Was the client billed on a monthly basis or as otherwise agreed
upon?
6. Does the engagement file contain explanations for any overruns
or unbillable charges?
C. Engagement Management
1. Was the engagement staffed with appropriately skilled and ex
perienced consulting personnel?
2. Was there an MAS Partner/Principal actively involved throughout
the engagement?
3. Were the proposal, engagement plan and formal written reports
reviewed on a timely basis by the local MAS Office Director?
4. Was the project staffed with adequately skilled and competent
client personnel?
5. Were requirements stated and agreements obtained as to the
timing and level of support for scheduled client participation on
this engagement?
6. Were personnel assigned to the project team adequately oriented
as to the overall scope of the engagement and the specific work
elements for which they were responsible?
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7. Considering the skills of the project team, did the type and amount
of supervision provided appear adequate?
8. Were client management at the top level and at the operating level
appropriately introduced to the general scope and objectives of
the project?
9. Did the engagement manager evaluate project status on a timely
and regularly scheduled basis?
10. Have progress meetings been held regularly with client executives
and the firm’s management personnel?
11. Was there prompt and effective resolution with appropriate client
and firm management of any problems affecting project success?
12. Was provision made for necessary follow-up?
13. Have there been timely and objective reviews by the engagement
manager of the performance of project personnel?

I I I Firm and Client Relations
A. Audit Tax/MAS Relationships
1. Was the Client Liaison Partner kept informed of the engagement
objectives and project progress?
2. Did the engagement assist in achieving a closer working relation
ship between key client personnel and the firm’s management
personnel?
3. Does the Client Liaison Partner consider the performance of con
sulting personnel on this engagement satisfactory?
4. Did the engagement manager keep responsible audit and tax
personnel informed as to the objectives and progress of the en
gagement?

B. Client Relations
1. Is there evidence that client management personnel were ade
quately knowledgeable as to general engagement objectives?
2. Were appropriate client management personnel made aware of
project status at regular intervals?
3. Has the engagement satisfied the client’s objectives?
4. Does there appear to be continuing free discussion between the
client management group and the engagement participants?
5. Were other MAS engagements performed for this client prior to,
during or after this engagement? List related engagements.
C. Interviews and Comments
1. Were interviews conducted with the following personnel?
a. Office Partner
b. MAS Office Director
c. Engagement Manager
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d. Other MAS personnel
e. Client Liaison Partner
f. MAS Regional Director
g. Audit Principal or Manager
h. Tax Principal or Manager
i. Client executives responsible for the engagement
j. Client staff personnel working on the engagement
2. Were comments, suggestions and criticisms discussed with the
following personnel?
a. Engagement Manager
b. MAS Office Director
c. Client Liaison Partner
d. Office Partner
e. MAS Regional Director

IV. Review Notes
Files and documents reviewed
Table of Contents— Engagement File
Table of Contents— Supporting Workpapers
Engagement Notice
Proposal or Survey Report
Engagement Plan and Amendments
Time and Fee Budgets
Semi-monthly Progress Reports
Progress Reports to Client
WIP and Invoice Data
Interim and Final Reports to Client
Engagement Digest
General Correspondence with Client and within Firm
Supporting Workpapers
Other (specify)
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MANAGEMENT SERVICES DEPARTMENT
P R O PO SA L OR R E P O R T A P P R O V A L AND A U TH O R IZ A T IO N
This form should be completed for a l l formal letters and reports to clients
relating to definition, status and results o f Management Services engagements.

Post-Engagement Reviews
Most independent accounting firms employ some kind of post
engagement review program to determine whether their overall
policies and procedures are being adhered to. (While the primary
reference here concerns internal disciplines, the obvious merits
of procedures for follow-up review contacts with clients are rec
ognized.) Concepts of internal control and internal audit are
120

generally well-recognized and essential to accounting and auditing
techniques and procedures. Post-audits or reviews by firm per
sonnel who were not directly associated with the engagement on
a selective (or test check) basis are often considered essential to
obtain an objective appraisal of the administrative techniques
and procedures used. They also appraise factors of overall en
gagement quality, competency of the consultant and the skills
employed, effectiveness of supervision, and completeness and
clarity of documentation. Client satisfaction and achieved results
contrasted with the initial problems and engagement objectives
originally defined are the usual review objectives. Exhibit 57,
pages 110-119, referred to earlier, is considered a useful guide for
the conduct of such reviews. Exhibit 59, pages 122-123, provides
a more abbreviated and summary approach to post-engagement
review activities which may be preferable for engagements of
limited scope or complexity, or where a firm’s consulting disci
plines are thoroughly defined and established.
The post-engagement review program, if well conceived,
planned, and conducted—and linked closely with the independent
accounting firm’s policies, procedures, and consulting disciplines
—is a useful administrative tool for assuring adherence to the
firm’s quality control objectives. It appears obvious that the hind
sight perspective afforded by an after-the-fact review, if followed
up by corrective measures, can be of considerable continuing
benefit to the management advisory services practice as well as
the firm’s organization. As mentioned previously, problems which
have been revealed during the course of an engagement review
should be resolved and the resolution should be adequately docu
mented. Such resolution and documentation are necessary for
the independent accounting firm to protect itself should a dispute
arise with the client as to the adequacy of its performance of the
engagement.

Summary
Engagement documentation alone can never serve as a substi
tute for any of the several necessary ingredients that make up a
successful consulting engagement. It should, however, be consid
ered an important requirement in the administrative control of
an engagement with respect to:
• Effective problem diagnosis and sound definition of scope
and other important elements of the engagement.
• Efficient utilization of manpower and consulting skills.
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EXHIBIT 59
Engagement Evaluation

Prepared by /Date

Client_________________
Short Title of Engagement
Field Work Start/End Date
Final Report Rendered___

Proposal
1. What specific problems with the client were encountered which might
not have arisen if the problem area had been adequately defined in the
proposal letter?
2. Did the proposal letter recognize all requirements of firm policy in
establishing the engagement?

Engagement Program
1. What additions to or deletions from the planned scope occurred during
the engagement? For what reason? Were these changes in accordance
with prior agreement with the appropriate client personnel?

Change

Reason

Prior
Agreement
(Yes or No)

2. Is there evidence that the skill level of personnel utilized could have
been improved in relation to the requirements of the phase to which
they were assigned. If so, specify the indicator, phase, individual, and
recommendations for future engagements.
3. Were techniques utilized performed in accordance with firm policy?
What change in techniques would you recommend for a similar en
gagement?

Schedule
1. Did actual duration differ significantly from plan? State your opinion
as to reason(s) for deviation.
2. If dates of interim reports or engagement completion were not in
accordance with prior client agreement, state reason.
Note: Checklists and questionnaire exhibits are included as a guide and should
not be construed to be all-inclusive or totally applicable to all engagements.
Sound professional practice requires modification as the circumstance may
require.
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Documentation
1. What recommendations to the client, oral or written, might have been
supported by more substantial evidentiary matter in the workpapers?
2. In what specific respects is organization or content of workpapers in
less than full compliance with the standards of the firm?
3. Was it necessary to do additional work and/or recontact client for
additional information before issuing the final report? Describe cir
cumstances.

Reports
1. Were progress meetings held with or interim reports made to the client?
If not, state reason.
2. Were there any matters requiring correction in interim or final reports?
3. What specific changes would you recommend in report content, format
or style?

Results
Deficiencies in any of the above may or may not have a major impact
on the most important criteria— the results. It is in evaluation of results
that extreme caution must be observed so that subjective feelings are not
allowed to cloud available objective and quantifiable evidence. The follow
ing would seem to be minimum criteria for results:
1. What recommendations were not accepted by the client? Why?
2. What degree of satisfaction was expressed by the client?
3. Describe any phase or circumstance in which dissatisfaction was ex
pressed (or implied) by the client and the reason.
4. Were additional services, either implementation or a new survey en
gagement, requested?

Additional Comments

(Space and lines between questions omitted)
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• Adequate supervision of consulting activities.
• Logical development of sound conclusions.
• Effective communication with the client and within the firm.
T he development and use of well-conceived documentation dis
ciplines by an independent accounting firm can also provide a
means of effectively translating established policies into action.
Another important objective is the ability to respond correctly,
with answers in sufficient detail, to after-the-fact inquiries. Con
tinuing aspects of the usual client relationship establish the neces
sity and value of this capability. Often, the essential substance
of such inquiries can go well beyond anything which may have
been documented in a formal engagement report. Good docu
mentation and workpapers obviously can be valuable in such
situations.
It is hoped that this document will be helpful to the indepen
dent accounting firm in meeting these objectives. It is important
for the user of this guideline to recognize that, in its application,
close attention should be given to the selection of documentation
techniques that meet the specific needs of the firm and the engage
ment. Within that context, the methods that have been described
should be useful as a means of more effectively conducting man
agement advisory services engagements.
A concise synopsis of documentation objectives which could
well serve as a general guideline for a firm’s practice in the field
of management advisory services might be stated as follows:
E ach engagem ent is to be supported by d o cu m en tatio n o r
w orkpapers to su b stan tiate in itial p rob lem analysis, engage
m en t plans and program s, the work done, opinions derived,
results o b tain ed an d conclusions reach ed — w ith an in d ication
of clien t reactio n a n d /o r agreem ent.
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